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Troubled Truce 


= unofficial Israeli suggestion to the Security Council—that either a 
settlement should be reached with the Arabs within a specified 
time or the. Jews should recover their freedom of action— brings into 
the open the decisive factor of the second truce in Palestine. It is: that 
the Zionists are now on the offensive. Arab. opinion, jit is* true, is 
divided on the issue of further fighting ; those who have done least— 
the Iraqis and the Syrians—press most strongly for action. It is also 
true that popular opinion in the Arab countries and among the irregular 
forces in Palestine itself continues to be restive and ready for violence. 
But it seems clear that the more responsible Arab statesmen are no 
longer blind to the events of the last months. Threatened by powerful 
Jewish forces to whom arms and reinforcements are arriving: steadily, 
overwhelmed by the ghastly disaster of their 300,000 destitute refugees, 
they realise that the tide of fortune inside Palestine is flowing strongly 
for Israel and that as a result the intervention of the United Nations, 
coupled with the maintenance of the truce, is now their chief hope of 
rescuing anything from the local situation which has turned so swiftly 
against them. 

Zionist offensive strategy springs from the realisation on their side 
that renewed fighting might bring victory more complete than any yet 
conceived—outside the brains of the extremists. The successes of 
Zionist arms in clearing. Haifa, Lydda, Ramleh and Nazareth, in over- 
running most of western Galilee and in keeping open a corridor to 
Jerusalem (in which it appears new settlements are being hastily estab- 
lished) have.convinced government and people alike that a new resort 
to arms would give Israel not simply the territories allotted to it by the 
United Nations Commission, but the whole of Palestine. Their recent 
policy reflects this new confidence that the best basis for the Zionist 
cause is now the right of conquest. The Prime Minister, Mr Ben 
Gurion, has announced that the provisional government no longer 
regards the frontiers suggested by the United Nations as final, and 
official claims have also been made to Jerusalem as a purely Jewish 
city. Yet, if the original basis of the proposed Jewish State—the United 
Nations proposals—is abandoned, there is only one other criterion to 
put in its place—the amount of territory that can be taken from the 
Arabs as a result of successful war? 

Concrete actions speak as loudly as official claims, and in two vital 
fields—that of the Arab refugees and of Jewish immigration—Jewish 
policy confirms and underlines Mr Ben Gurion’s statement, for it makes 
sense only if most, or indeed all, of PaleStine is to be included in the 
Jewish State. The Arab refugees were systematically stripped of all 
their belongings before they were sent on their trek to the frontier. 
Household belongings, stores, clothing all had to be left behind—a factor 
which helps to account for the total destitution of the vast majority of 
the refugees. In some areas, once the villages and settlements had been 
cleared in this manner, Jewish settlers were brought in to take the place 
of the outgoing Arabs. Although the Israeli authorities have not pub- 
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their homes, they have shown extreme reservé-“in discussing 
the question of the conditions under which the Arabs would 
be allowed to re-enter the country. 

At the same time, Jewish immigration is now being expanded 
to allow for the reception of 10,000 immigrants a month and 
it is hoped to bring in 200,000 DPs and 400,000 other Jews 
from Eastern Europe in the next five years, There is also talk 
of bringing in some 800,000 Jews who live in other Arab 
countries. Israel, in the form proposed by the United Nations, 
could not absorb so many in so short a time. Once again, the 
practical consequence of Jewish policy is to make control of 
most of Palestine a necessity. 

The obstacle in the way of realising such a policy is the juris- 
diction of the United Nations in the whole Palestine dispute 
and the mission to Palestine of the United Nations’ Mediator, 
Count Bernadotte, and his group of observers. Through the 
United Nations, world opinion in general—and American 
opinion in particular—has given its support to the achievement 
of a peaceful settlement in Palestine. Moreover, the circum- 
stances of the truce are such that the first of the two protago- 
nists to revert to force, be he Jew or Arab, runs the risk of 
_ being named aggressor. This is the risk which restrains the 
Israeli Government today. Its belief that it has everything to 
gain by fighting is tempered by the fear that to break the truce 
would invite United Nations intervention—which would be to 
all intents and purposes American intervention—and under- 
mine the Zionist cause in the country the Zionists must seek 
above all to propitiate, the United States. In their attempt to 
escape from this dilemma, the Jews have sought to pin the re- 
sponsibility for breaches of the truce upon the Arabs. ‘The blow- 
ing up of the pumping station at Latrun—allegedly by Arab 
irregulars—was used to launch an attack upon the uselessness 
of the Truce Commission, and every effort is being made to 
convince the world that the Arabs have started a major offensive 
in Jerusalem. But the evidence of the Mediator controverts 
these efforts. The United Nations observers are not prepared 
to commit themselves even upon Latrun and, in general, Count 
Bernadotte has made no secret of his view that in this second 
truce, the Zionists, not the Arabs, have shown the greater 
readiness to let off their guns. 

Another line of Zionist tactics has been to invite the Arabs 
to direct negotiations—a suggestion which, to the chagrin of 
the Jews, Count Bernadotte passed on te the Arabs without 
comment. But the Arabs are by now too aware of their weak- 
ness to wish to abandon the protection of negotiation only within 
the jurisdiction of the United Nations. The Jews have therefore 
proposed the speeding up of a settlement under the egis of the 
United Nations. The Security Council is being requested to set 
a time limit after which, if there is no agreement, both sides 
will be allowed to resort once more to force. There is reason 
to sympathise with the Jews in their desire for a speedy settle- 
ment, but it is surely clear that any attempt to secure a quick 
solution in Palestine at this stage can mean one thing only—the 
breakdown of negotiations and the reversion to violence. 
Approval of this procedure by the Security Council would 
simply mean that, after a certain point, the Zionists would be 
in a position to launch an offensive, but to do so this time 
without incurring world blame and risking the intervention of 
the United Nations. 


tressed to, see the efforts at conciliation collapse. So 
many kingdoms in history have been established by. force of 
sees iat che emeaieat af thee Saect iavioal eel abs sane. in 
the traditional way can be presented as a natural and indeed 


inevitable process. And since few peoples in the world have 


jonged for a homeland as keenly as the Jews, there is rather 
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more excuse in their case cae don aariies aaaeee 
“But a moment’s reflection must show that 


an. attitude is 
basically irresponsible. Quite apart from the justice of the 
matter—and justice is the first casualty in all wars of conquest 
—there are two reasons why it would be disastrous to permit 
the problem of Palestine to be settled by force, The first is the 
extent to which the successful functioning of the United 
Nations is now bound up with a peaceful solution in Palestine, 
The United Nations itself is at the moment no more than a 
piece of machinery which the powers can use or not at will, 
One development which is calculated with certainty to break it 
as an instrument for peace is a situation in which the powers, 
after taking it up and committing themselves to its use, simply 
allow it to slip from their hesitant hands. 

The second reason is as grave. There can be no general 
peace in the Middle East if the Arab states are asked to recon- 
cile themselves both to the loss of Palestine and to the principle 
that the Zionists can have what they can take by force. This i is 
not a question only of Anglo-American rights and interests in 
Arab lands, important as oil concessions, transit and landing 
rights undoubtedly are. It is the wider question of the pacifica- 
tion of a whole area which lies on a dangerous frontier between 
competing spheres of interest of the great powers. Even if 
the Arabs could not destroy Israel by regular military operations, 
they and their guerrillas and irregulars could create a per- 
manently explosive state of “no war—no peace ” from which 
wider troubles might constantly spring up. 

It is for this reason that the British Government has not 
ceased to urge that any lasting settlement must be based upon 
the consent of both sides, and in accepting the principle of 
mediation and peaceful settlement the powers are now com- 
mitted through the United Nations to the same view. The 
fulfilment of this principle means that neither side can now 
hope to achieve its full ambitions. The Arabs must reconcile 
themselves to the existence in one form or another of a Jewish 
state—an outcome which their more responsible leaders prob- 
ably realise already. The Zionists must moderate their terri- 
torial ambitions sufficiently to leave some sugar on the bitter pill 
the Arabs will have to swallow in accepting Jewish sovereignty. 
It may be that a lasting settlement can be built upon an 
“equality of discontent”; but there can be no hope of peace 
if either side forces the other to the total loss not only of its 
whole cause but of its prestige as well. This explains the 
much-maligned policy of the British Government in withhold- 
ing recognition from the state of Israel. It is not because Britain 
rejects the solution of partition and Jewish sovereignty—on the 
contrary, it has been accepted as inevitable for a long time 
past—but because British policy, for all its hesitations and 
tergiversations has for many years held quite firmly—and, 
beyond question, rightly—to the conviction that only an agreed 
settlement has any chance of enduring. 

Nor is it any more right today than it ever has been to 
abandon the quest for an agreed settlement simply because the 
two sides will not for the moment agree. Possibly the Arabs 
are by now sufficiently chastened to agree to a partition scheme. 
But even if they are not, it is the duty of the United Nations 
to set up a solution that both sides can be expected to agree 
to, however grudgingly, when they come to their senses and not 
to acquiesce in one that will never be accepted in any circum- 
stances. 

The overwhelming interest of the powers in securing a 
settlement that can be maintained peacefully cannot be doubted. 
It is equally obvious that their policy at present is leading them 
in exactly the opposite direction. Negotiated peace can only 
be secured, under present conditions, under the aegis of the 
United Nations and through the good offices of the Mediator. 
So little support, however, has he received from the powers 
directly concerned—the United States, France and Belgium 
who form the Truce Commission—that his own position is 





SQPrsesebkse 





WHE ECONOMIST, August 21, 1948 


pecoming seriously compromised’’ He has ‘asked for more 
fnilitary observers. The response has been dilatory and inade- 
quate. He has asked for a sufficient police force to enable him 
not only to maintain the truce but to reinforce his moral 
authority while he urges his unwilling protagonists along the 
slow and painful path of negotiation. To this plea the reply 
has been wholly negative. Under these conditions, Count 
Bernadotte cannot maintain much longer the position of 
authority which must be his if he is to achieve a settlement. 
Once the Israeli authorities become convinced that the powers’ 
backing both for the truce and for the principle of mediation 
is so wavering that it can be flouted with impunity, they are 
likely to find the temptation to attempt a settlement by conquest 
overwhélming. Only the narrow thread of their continued 
acceptance of the Mediator’s authority holds them back. If 
that thread snaps, Palestine will once again be plunged in war. 

In the last analysis, only one power can stabilise this danger- 
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ous situation—the United States. Its desire not to be impli- 
Cased BICEHY: its desire to keep its own men from an area in 
which the forces of Irgun are operating, are perfectly under- 
standable. But the risk seems smal! compared with the major 
danger of breaking the United Nations and allowing the con- 
flagration in the Middle East to break out once again. Resolute 
and unequivocal American backing for the authority of the 
United Nations and for the Mediator’s role and American 
readiness to provide the manpower necessary to hold the posi- 
tion in Palestine would stabilise a situation which is now 
showing all too many signs of drifting back to war. Other 
nations can contribute to a settlement, France and Belgium 
will undoubtedly follow an American lead. Britain will 
certainly not obstruct any solution reached by agreement and 
under international authority. But the United States alone has 
the power and the influence—above all with Zionism—to turn 
the scales in favour of peace. 


Plan and Pseudo-Plan 


HE spectacle of America, stronghold of free enterprise, 
urging upon the sixteen ERP nations the necessity of 
common planning, is paradoxical in more ways than one. It is 
not only that the advice comes from the last place whence, 
ideologically speaking, one would expect it ; it is that the inter- 
national aspects of planning have, ever since the beginning of 
the plan-or-no-plan debate, been regarded as offering the most 
difficult problems and, indeed, constituting the Achilles heel of 
the whole concept. The planning urged by Mr Hoffman, 
however, is more a co-ordination of policy and an estimate of 
its results than a“ plan.” in the sense in which Socialists under- 
stand the word ; and indeed, the increasing extent to which 
planning—of some sort—is becoming a matter of international 
obligation makes it particularly important to decide just what 
are its intrinsic possibilities, difficulties and limitations. 

Planning, as Socialist opinion understands it, certainly does 
not correspond to any one clearly definable, logically coherent 
principle or course of action. One may leave out of discussion 
that totalitarian Utopia, vaguely technocratic and wholly exempt 
from any inconvenient notions of pandering to the consumer, 
cherished by some of the dimmer spirits of the Left, and the 
still vaguer use of the word in incantations and perorations as 
an evocative symbol of everything that is non-capitalistic and 
virtuous. There remain two contrasting realities for which the 
word may stand when used by different people or by the same 
people in different circumstances. One of these is the ideal 
planned economy of the liberal socialists. This sets up as its 
aim, and claims to achieve through a scientific use of prices 
and market mechanisms, just that nice adjustment of resources 
to needs, that maximum exploitation of technical possibilities, 
which the competitive system ought to produce but does not, 
The other can best be described as pseudo-planning ; it does 
indeed comprise an objective, or a more or less related series of 
“ targets,” but it makes only the most approximate guess at 
consumer needs, and works less through the price system 
(which its operators distrust) than through piecemeal 
and spasmodic intervention by physical controls, 

There has of course never been an ideal planned society 
or even a genuine attempt to achieve it. Russian experience 
has little relevance to a ree society, and the dictatorially 
imposed schedules of a physical plan can only be accepted by 
such a society as a strictly wartime measure, as 
intrinsically undesirable, even if as necessary, as blackouts or 
universal conscription. The same argument applies to such 


hangovers from wartime control as rationing. Rationing con- 


Stitutes in itself a confession that the economic system is not 
Producing things in the proportions in which consumers want 


them ; it may be the best and indeed the only immediate way 
of dealing with the emergencies of war and postwar dislocation, 
or with an income structure grossly incompatible with current 
social ideals, but it is essentially a wasteful and clumsy make- 
shift. Ina genuinely democratic planned economy its necessity 
would be regarded gs a clear indication of failure—failure to 
use the price system either to elicit the right things or to distri- 
bute incomes in the right proportions. Deliberate reliance on 
rationing and on physical controls is, if complete, the mark of 
totalitarianism ; if partial, the mark of the pseudo-plan. Britain, 
with its genius for muddling through (or at any rate fo 
muddling), is just the country where pseudo-planning might be 
expected to yield the best results ; but those results so far, apart 
from any judgment of their merits, throw no conclusive light on 
the theoretical possibility of successful democratic planning, 
Quite an impressive case can be put for that_ theoretical 
possibility, as readers of the works of the “ market socialists ” 
are aware. Appositely enough, a new exposition of planning has 
lately arrived from America in the shape of a revised edition of 
Professor Carl Landauer’s “ Theory of National Economic Plan- 
ning.”* It repays study. Planning—such is its thesis—need 
not involve physical interference and control ; it need not imply 
public ownership (except over that limited field of “ natural 
monopolies ” and communal services which would also need 
to be publicly controlled in the absence of a plan). It does 
require price-fixing, supplemented where necessary by taxes, 
subsidies and guarantees, but a flexible price-fixing such as 
Should in theory result from the operation of the * perfect 
market.” . Imperfection in the market is, under private enter- 
prise, ineradicable ; actions are taken at best in the light of 
the present disaktion. not the situation as it will be when these 
same actions have borne fruit. Planning can change all that, 
on certain assumptions which Professor Landauer proceeds to 
elaborate. He assumes that the planners will not’ make the 
fatal mistake—the Russian mistake—of contenting themselves 
with a mere accumulation of material statistics of production, 
stocks, sales, manpower, capacity and so forth, but will also 
work out both supply and demand schedules, with due regard 
to interconnections, both technical and commercial, for every 
commodity and service within their purview, solving the myriads 
of simultaneous equations involved in order to discover. the 
“true” market price of each. These prices they would then 
ee oat the whole equilibrating mechanism of the text- 
books, powered by old reliable profit motive, would be able to 
pursue its beneficent work without further interference. _ 


-*Theory of National snal Economic Planning. | 
Univerdy of Caliente Press” (lomdent UP) 





By Carl Landauer. 
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One would imagine that, having made this demonstration, 
Professor Landauer would regretfully consign: liberal-socialist 
planning to Utopia. It may be intellectually satisfying to con- 
fute that school of thought which holds planning to be essen- 
tially irrational even as a paper theory. But the imagined 
spectacle of a planning board trying to work out, in constantly 
changing circumstances, what every family and every business 
man in the community will demand at every conceivable com- 
bination of prices for all conceivable commodities and with 
every conceivable technique, is enough to rouse the compassion 
of those fairy-tale tyrants who set their victims to sort out 
overnight a barnful of mixed seeds. Nor is the position really 
much improved if broad averages are struck for groups instead 
of individuals, and the less probable technical possibilities 
ruled out from the start. But Professor Landauer is undismayed. 
The market does just that, wastefully and clumsily, experi- 
menting with men and goods instead of with figures in a 
column ; since the work must be done, why not let the planners 
do it, and do it properly ? 

To argue thus is to overlook both that averaging of errors 
which is the salvation of the free market and the difference 
between the size of the problem confronting each individual 
business man and that confronting the planning board. (In the 
fairy tale, it is a hill-full of ants, or a flock of birds, which sort 
out the seeds and save the hero or heroine from the penalty of 
failure. There is a lesson in this.) It is also to overlook the 
contrast between the merchant shading his price as his 
business sense brings him a whiff of a buyers’ market, and the 
ideal planning board deciding on a sintilar reduction after 
passing its ideally adequate data (collected on how many 
perfectly designed forms, handled by how many infallibly 
reliable clerks) through its ideally adequate calculating 
machines, is like that between the movement of a human 
player’s eye across a tennis court and that of the Mount Wilson 
telescope across the heavens. The telescope is a more powerful 
and accurate instrument and backed by a better brain ; but the 
tennis player’s eye is more sensitive and his reactions are quicker. 
When to these considerations one adds those which affect the 
actual, as against the ideal, planning procedure—the pitiful 
inadequacy of data, the inertia of officialdom, the power of the 
save-trouble motive—no sane mind can accept the fact of perfect 
planning. When one reflects, moreover, that one of the most 
important sets of market prices to be fixed is wages, then it 
becomes painfully obvious that comprehensive planning will 
never be able to do the market’s job for it. In practice, the 
planning organisation will always be a more or less slapdash 
affair, making errors and correcting them by physical controls, 
clapping on 122re controls to make these effective and taking 
them off again when they prove unworkable or politically 
dangerous, judging the plan to fit its own incapacities, and 
approximating, according to the temper of planners and planned, 
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traveller who has taken the wrong road over a mountain can 
safely rejoin the right one by jumping down a thousand-foot 
cliff face. The ivory-tower analysis of Professor Landauer 
casts little light on this interim planning for special ends—the 
only sort of planning, it is reasonable to suppose, that Mr Hoff- 
man has in mind, More realistic, though less ambitious, jis 
Professor J. E. Meade’s latest contribution to the debate 
“Planning and the Price Mechanism.”* He is as thoroughly 
alive as Professor Landauer to the irrational and undemocratic 
nature of physical controls ; but he has a much less starry-eyed 
view of the genus planner, and his objectives are limited 
accordingly. He has, after all, spent the last few years in 
Great Britain, not in California. Look after the total of national 
expenditure, the distribution of incomes and property, the 
possibility of monopoly, and—at all events for the time being 
—the flow of foreign trade, and the rest of the economy can 
look after itself ; such, in outline, is Mr Meade’s prescription, 
and—still in outline—it is one with which few people outside 
the Society of Individualists are likely to quarrel. 

Even this nucleus planning, as one may call it, presents diffi- 
culties enough. The control of total expenditure, where popular 
pressure insists simultaneously on enormous investment in the 
less productive forms of capital, on largely expanded communal 
services, on fully maintained private spending power and shorter 
hours, is a tough enough nut in itself—as Sir Stafford Cripps 
is finding and as any other Chancellor would find in his turn, 
The unravelling and control of monopolies calls not merely 
for enormous legal and administrative ingenuity but—since the 
really important thing is not monopoly per se but restrictive 
practices—a radical and prolonged process of popular re-educa- 
tion. And the control of foreign trade, in a world of wildly 
unstable prices, is itself a task to stagger anyone. (For just what 
world situation is Great Britain to plan its activities in 1952 ?) 
The minimum of planning, the control of the economic climate, 
is by any realistic standards the maximum too. One can have 
not only paper plans but paper planning-systems ; in the one as 
in the other 

We fortify in paper and in figures 

Using the names of men instead of men. 
Like one that draws the model of a house 
Beyond his power to build it. 


Less elegantly than Shakespeare, one can only beseech the 
plan-minded not to insist on biting off more than they can chew. 


The Rift in World Labour 


N October the World Federation of Trade Unions will be 
three years old, but whether it will survive to celebrate its 
fourth birthday is more problematical. It is true that the 
meetings of the Executive Committee in Rome last May gave 
some hope of its survival. “By a series of uneasy compromises, 
by agreeing to differ on such controversial issues as the Mar- 
shall Plan, and by postponing decisions on others, the WFTU’s 
life was saved. It was agreed to carry on, in an effort to 
recapture some of the lost unity of 1945 and to restore some 


of the dignity of which its recent dissensions have robbed ‘it. 


But the international atmosphere since May has scarcely been 
propitious for carrying out the Rome proposals. The recent 


in London strengthened the non-Communist groups and estab- 
lished close relations with the ERP administration, even if it did 
not lead to the formation of a rival trade union international. 
When, five months after the Rome meeting, the Executive of the 
WFTU meets in Paris in September, it will either have again 
to gloss over differences, or face its problems squarely, risking 
the probability of a final breach, ~ : 

‘The main reason for not lightly abandoning the WFTU is 
that it is a genuine international organisation, which if cast 
and west ever resolved their political diff es, might still 
do useful work. It is the first trade union organisation in which 

* Planning and the Price Mechanism. By J. E. Meade, Allen & 
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revolutionary: and reformist movements have joined: With 
more than 70 million members, it is far more comprehensive 
than its predecessor, the International Federation of Trade 
Unions, which would have been quite inadequate to meet the 
needs of the postwar situation and which in 1943 had a 
membership of only 16 millions. Because of its rule—one 
country, ope organisation—the IFTU excluded the American 
CIO, and it never dared to risk offending the American Federa- 
tion of Labour by inviting its rival to join. British-led attempts 
to bring in the Russians were unsuccessful, even in the late 
1930s when the “Red International” was no longer active 
and the Russians were pursuing a “ Litvinov line.” As recently 
as 1939, at the IFTU’s Zurich congress, a proposal to invite 
the Russians was defeated. 
* 

Wartime developments precipitated the end of the IFTU. 
An Anglo-Soviet trade union committee was formed, and the 
CIO, with its mass membership in munitions plants, grew in 
influence. From 1943 discussions went on about the basis for 
the postwar international and eventually, in February 1945, 
the first world trade union conference was held in London, 
largely on British initiative. The only major organisation not 
represented, apart from the Germans, was the American 
Federation of Labour, which consistently rejected co-operation 
with the WFTU. The London: declaration recognised 

the vital importance of uniting in one world federation the 

trade union bodies of freedom-loving nations, irrespective of 

race or creed, or of political, religious or philosophical 

distinctions. 
These admirable sentiments provided the basis for the WFTU’s 
constitution, which was endorsed with great enthusiasm in 
Paris in October 1945, when the Federation was officially born. 
It is worth recalling, however, that Lord Citrine warned this 
conference that the WFTU would only succeed if it concerned 
itself with trade union matters and kept out of politics, if it 
were financially and administratively sound, and if it made 
satisfactory arrangements for the inclusion of the International 
Trade Secretariats. 

None of these three conditions has in fact been fulfilled. 
The political bias of the administration of the WFTU in 
Paris, under its secretary Louis Saillant (until recently also 
a secretary of the Confédération Générale du Travail) has been 
a constant source of irritation to the British and Americans, 
and has given the American Federation grounds for its inces- 
sant criticisms of Communist domination. Publications of the 
WFTU have contained vicious attacks on British and American 
policy and accused the western trade unions of carrying out 
the dictates of Wall Street. M. Saillant’s refusal to place 
Marshall Aid on the executive’s agenda last November precipi- 
tated a crisis and led the western trade unions to hold a separate 
conference to. discuss labour participation in ERP. The 
WFTU’S excursion into Greece, the Middle East and other 
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Se negotiation has created consider- 
able embarrassment. 

The chief criticisms brought against the WFTU both: bythe 
British TUC and by the American CIO have, however, been 
on the grounds of the inefficiency and ineptitude of the 
administration. Mr Vincent Tewson, of the TUC, brought 
up in the efficient traditions of British union management, has 
complained bitterly about the World Federation’s administra- 
tive incompetence. Mr James Carey of the CIO went so far 
as to declare at Rome that, unless M. Saillant were removed, 
his organisation would leave the WFTU—a threat from which 
he rather ingloriously retreated. This action did however 
result in a compromise arrangement, embodied in a seven- 
point declaration, whose main purpose was to limit the activities 
of M. Saillant, to increase the authority of his assistant secre- 
taries (one of whom is Mr Walter Schevenels, former secretary 
of the IFTU and a strong anti-Communist) and to ensure con- 
sultation with the national centres on matters of major policy. 
It cannot be said that there have been any noticeable improve- 
ments in the efficiency of the WFTU or in the standard of 
its publications. A strongly worded telegram from M. Saillant 
to Signor Togliatti, after the attempt on the Italian Communist 
leader’s life, has caused both British and Americans to wonder 
whether the Rome agreement had been forgotten ; it will be 
one of the bones of contention at the next executive meeting. 

These administrative hurdles might be overcome without too 
much difficulty, but Lord Citrine’s third condition—satisfactory 
arrangements with the International Trade Secretariats—is less 
likely to be fulfilled, for it now looks as if the protracted. negotia- 
tions with these bodies will never be concluded, The Secre- 
tariats are the international organisations of specific groups of 
workers, such as miners, textile workers, metal workers and trans- 
port workers. They used to be loosely connected with the prewar 
IFTU and it was originally intended that they should become. 
Trade Departments of the WFTU. Only the miners and 
printers have signified their readiness to enter the scheme. The 
majority have preferred to wait and see, while the powerful 
International Transport Workers’ Federation has definitely 
refused, and its President at its conference last month at Oslo 
described the WFTU as “an unfortunate chapter in trade 
union history.” The opposition of the Secretariats springs 
largely from fear of losing their individual autonomy—most of 
them are wealthy and influential—and from mistrust of the 
Communist elements. There have also been many technical 
and financial difficulties. ‘The inclusion of these occupational 
groups as an integral part of its organisation would provide 
the WFTU with a solid and practical foundation, which it has 
hitherto lacked. 

It may be that the force of these practical and political 
obstacles will lead to the disintegration of the WFTU. If this 
happens, no immediate alternative organisation seems likely to 
take its place. It is true that the American Federation of 
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Labour, which originally pressed for the revival of the IFTU, 
has been encouraging the western groups to form a new anti- 
Communist international. They wanted to see a body with a 
fully fledged international secretariat emerge from the recent 
London conference on the Marshall Plan, and this might well 
have been the end of the WFTU. These proposals, which 
were supported by delegates of the CIO and other American 
organisations, were not adopted, largely because the British 
and European groups were not ready to move so far. The 
British, whom the Americans criticised for a “ lukewarm” 
attitude and for slow progress in making intra-European co- 
operation effective, insisted that international action must 
spring from effective national action, and that it was necessary 
first to ensure co-operation between the national trade union 
centres and their Governments. In the end, it was agreed 
that each national organisation should appoint a special ERP 
official, that M. Léon Jouhaux should act as liaison officer with 
the Paris ERP administration, which would recognise and con- 
sult with the unions’ ERP advisory committee. It remains to 
be seen whether this arrangement will develop along the lines 
envisaged by the Americans or whether it will permanently be 
confined to ERP activities. 

The American Federation of Labour in the meantime has 
been consolidating its position among the non-Communist 
groups. It recently set up an inter-American Federation of 
Labour to counter WFTU influence in the western hemisphere 
and it is believed to be contemplating similar plans for the 
Asiatic anti-Communist elements. The Federation is reported 
to have given substantial funds to the French anti-Communist 
Force Ouvriére and has recently provided advisers in Marseilles 
and Le Havre, where Communist influence is strong. No doubt 
the Italian minority movements will equally turn to it for support 
and advice. It has also encouraged its members to participate in 
the International Trade Secretariats, to oppose WFTU 
interests. 

These developments have placed the British TUC in an 
awkward position. It conceived and nurtured the WFTU and 


NOTES OF 


The Moscow ‘talks still hang in the balance and the last 
attempt to present minimum terms to Mr Stalin has not been 
made at the time of going to press. If they should prove 
acceptable and lead to a lifting of the blockade of Berlin, then 
it wil] be wise to restrain any tendency to claim a straight diplo- 
matic victory for the West. After such hard bargaining it could 
be assumed that whatever the Russians had secured would be 
really valuable to them; and to that gain must be added their 
power to re-impose the blockade at any time and to nibble away 
by economic and administrative measures at the Western position 
in the city. 

If Mr Stalin does not unbend, then the Western Powers will 
take a graver view of the conseqwences than will the Russians. 
The people of the Soviet Union appear to be unaware either that 
critical discussions are going on or that the Western Powers have 
organised a full-scale military operation in order to maintain the 
Western sectors of Berlin. They have been told that all the 
trouble arises from the introduction into Western Germany of a 
mew currency against which the Russian authorities in Berlin felt 


the blockade is therefore no longer necessary. 
it is worth emphasising that the whole Berlin 


taken 





has provided Lord Citrine and Mr Deakin as. presi 
While is considerable support for the WFTU. in the 
British trade union movement, as resolutions for the forth. 
coming Margate conference show, the TUC has also been a 
prime mover in the ERP conference, European unions, like their 
political counterparts, have always tended to look to the British 
for a lead. Now there is a tendency for the Communist unions 
to look to Moscow, and the anti-Communists to. Washington, 
Hitherto, the TUC has managed to keep a foot in both camps, 
bur the role of peacemaker is a thankless one, and it may soon 
have to make up its mind to bring its feet together. 

The conception of “workers of the world unite! ” is very 
difficult to sustain. The idea that working people have common 
interests which transcend nationality and race flourished during 
the nineteenth century, when, except for fraternal gatherings, 
it was never really put to the test. The outbreak of war in 
1914 dealt the first blow to it, and the divergence between reyo- 
lutionary socialism, reformist socialism, and the American con- 
ception of organised labour in a capitalist state dealt it another, 
The harsh experience of the twentieth century has, in fact, 
been that national loyalty exerts a stronger pull than any other 
interest, and that, even where common interests exist between 
the members of a class in different countries, the division 
between democracy and totalitarianism creates a barrier which 
only the fanatical few are anxious to surmount. 

Consequently, as the ideological conflict deepens between 
east and west, trade unions have come more and more to 
mirror the policies of their governments. The identifications 
between government and union in Russia and the Russian 
dominated countries is almost complete. The British unions 
are, with few reservations, committed to the foreign 
policy of their own Foreign Secretary. The two American 
federations, though they will reject any suggestion of govern 
mental pressure, are in fact at one with the Administration on 
the Marshall Plan. Until there is some progress in the. diplo- 
matic and political spheres it is impossible to foresee anything 
but a. precarious and unhappy future for the WFTU, 
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the outcome of the conference, they should not again have imposed 
on them such a wide range of responsibilities, especially in 
economic matters. ; 


«x * * 


Red Danube 


“Law,” says Mr. Vishinsky, “is an instrument of politics, 
and the reverse theory is untrue.” With this classic formulation 
the Soviet public prosecutor and draughtsman of the Stalin 
constitution rejected last Monday any idea of referring disputes 
about the use of the Danube to the International Court of 
Justice. Instead they will be dealt with by a tribunal of three 
two,nominated bythe riparian states and one by the chairman of 
the new and solidly satellite Danubian Commission. It is now 
settled that the Western Powers have lost all status in Danubia ; 
the new convention regulating control of the river reflects none of 
their rights or views. Time alone can show what rights Germany 
and Austria will be-granted beyond the reaches within their 
territories. 


negotiator who says: “What is in the Soviet draft con- 
is not acceptable.” 
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Defence and Defiance 


The question is being asked whether the lips of Mr Alex- 
ander, like those of Mr Baldwin, have been sealed. Certainly 
the Minister of Defence has done noticeably little either to warn 
the public of the dangers of the international situation or to 
arouse its interest in the implications of the Brussels Pact. 
Recruiting speeches have been left to Mr Shinwell, a task for 
which he shows little liking, and the explanation of British obliga- 
tions and indebtedness to allies is nobody’s business. It is really 
astonishing that the arrival of American bombers in East Anglia, 
greeted with relief across the Channel, brought forth barely a 
word of welcome or justification from a Cabinet Minister. 

Ministers may readily be excused for avoiding talk of war. 
The men in charge of the Service Ministries are not of high 
calibre, and they are probably as much alarmed by the power 
as by the weaknesses of the forces they control. But they cannot 
be forgiven for failing to explain to the public two things: first, 
that defiant diplomacy without power is bluff ; second, that the 
effort which Western Europe will make towards regional arrange- 
ments for its security depends on the lead given by Britain. About 
the progress made in London by the military committee of the 
Brussels Powers not a word has been published which would 
enable leaders of public opinion to present the country’s obliga- 
tions in a novel and interesting light. Recruiting, whether for the 
regular or for the territorial and auxiliary forces has no point, 
no appeal, so long as the danger it is intended to meet is not 
frankly and bravely explained. This task cannot be left to Lord 
Montgomery. 

The Opposition too must take its share of the blame. Mr 
Churchill should have asked months ago in the Commons for 
information about the state of the nation’s defences. His followers 
should have pressed the Government much harder for assurances 
about the state of civil defence, about the disbanding of special 
airborne and armoured formations, about the state of anti-aircraft 
and fighter resources and about arrangements for calling up 
reservists. Had such questions been pressed and reasonable 
assurances given, then British spokesmen—among them Mr Eden 
—would have been better entitled to speak brave and defiant words 
about Berlin. There is a general reluctance on both sides of the 
House to realise that policies which lead to situatioris just short of 
war need the support of forces which are just short of complete 
readiness. Ministers should spend part of their vacations reading 
the speeches they made on defence in 1937-38. They wear well. 


* * * 


Tobacco Cuts 


Last Friday’s announcement of a further cut in the supply of 
cigarettes and tobacco to retailers raised a cry of anguish from a 
British public which had spent most of its holidays queuing for 
supplies which had suddenly become scarce. In fact this cut may 
lower consumption to 195 million Ib., the point at which it stood 
in 1938. The extent of this reduction can be seen by comparing 
it with the figure of 258 million Ib. for 1946-47 which had, how- 
ever, been reduced by savage taxation to the rate of 208 million 
for the year 1947-48. : 

This might be the genuine symbol of Nemesis, ramming home 
to the British public what it means to be a citizen of a country 
with an adverse trade balance and therefore unable to set its own 
pattern of living standards. To the worker sick of queuing for 
a twopenny cigarette of indifferent blend, it might be possible 
to demonstrate—as it is impossible with subsidised food—that 
living standards depend upon productivity. But in fact the 
operation of two factors will probably mask this grim truth. 
First, tobacco will inevitably bulk large in Marshall aid to Britain 
and ECA had already estimated the United Kingdom needs of 
American tobacco for this year at 205 million Ib. of which Britain 
will probably take up the two-thirds covered by grants under ERP. 
Limited supplies of Greek, Turkish and Rhodesian tobacco 
are available, but although the American Government may have 
no immediate objection to their purchase, it is unlikely that the 
American growers would allow such a risky change in consumer 
habits to become permanent. 

Secondly, cigarettes are not in the same category as other con- 
Sumer goods. The process of reducing the consumption of 
nicotine is so painful to the hardened smoker that he or she will 
curtail many other pleasures (including saving) first. Although 


Stronger grip in Britain. (Consumption in 1946 was almost double 
os ens Its volume is not related to the standard cine 

highest of domestic consumption ever reached has jus 
been recorded in the United States) nor to the availability of 
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other goods. Although the power to satisfy the urge depends 
upon the level of money wages, the urge itself is created by the 
many tangible and intangible factors which contribute to the strain 
of living. Many works managers will agree with Mr Belcher, 
secretary of the Tobacco Trades Association, that any saving of 
dollars on tobacco will be offset by a decline in the efficiency of 
the British worker who, quite wrongly, is convinced that regular 
smoking is essential to his well being. Whatever the result of better 
housing and amenities, and a return to more settled civil con- 
ditions, will have upon permanent smoking habits, there can be 
no doubt that the smoking urge is still near its peak, especially 
among male workers. 

Faced with a possible drop in industrial morale and the 
certainty of political unpopularity, there is very little that the 
Government can do except to juggle with the distributive arrange- 
ments. The placing of cigarettes on the ration as an alterna- 
tive to sweets might work, but there would inevitably be a big 
black market traffic. To tax tobacco even more highly would 
inevitably create a demand for bigger wages, since the workers 
regard them as a necessity of life. The Government’s probable 
course will be to make some discreet arrangement whereby 
cigarettes find their way into the industrial areas and the canteens 
at the expense of other localities. 


* + . 
Cost of Living 


In the latest Bulletin of the Oxford Institute of Statistics 
Mr Dudley Seers has further elaborated his cost of living estimates 
by a subdivision of the middle classes. The results, reproduced 
in the table below, are based on careful calculations, and would 
doubtless be borne out by that somewhat elusive body of people 
whose living conditions happen to conform to weighted mathe- 
matical averages. Yet, bearing in mind that individual circum- 
stances vary widely, the trends shown in Mr Seers’s calculations 
conform to experience. From 1938 to 1940, he estimates, the 
working and middle-class living cost rose about equally, from 
1941 to 1943 the middle-class cost of living rose more rapidly 
and from 1944 to 1946 the two groups rose again at about the 
same pace. Since 1946 the calculations show a slight differential 
disadvantage against the working classes, which is indicated in 
the last column of the table. 
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(1) (2) Percentage 

June, May, Rise Since 

1947 1948 june, 1947 
Weins Sind bccryadine tiie sins nn seley 161—2 174 78 
Lower “middle class 2... ee cease 166—T 179 7-3 
Clesical employees 55... 066. ewes ceves 168 180 7-2 
All salaried personnel .............5.5+ 169—70 182 7-3 
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Upper middie class ............q.2c0c0 185—6 198—9 : 








The cost of living index of the working classes since. 1938 has 
risen somewhat less than the consumer’s price index, but whether 
this means in effect a rise in real wages depends upon the view 
taken of both size and quality of the national product today as 
compared with prewar. There is little doubt, however, that the 
incomes of the higher groups have fallen behind their respective 
cost of living indexes ; no mathematics are needed to prove this. 
At best the national product has moderately increased in quantity, 
yet the larger share of the working classes in that product must 
come from somewhere and as it does not, at least all of it, come 
from more production or overseas borrowing, it must come from 
less consumption—for someone. “The general rule appears to be 
that the higher a social group was in 1938, ceteris paribus, the 
greater has been the increase in the prices of their customary 
purchases ‘since 1938.” It is rationing by the purse indeed when 
cost of living rises faster than incomes. 

In the last year the middle classes have apparently not fallen 
behind in the race to retain their share of the national product. 
Indeed, the upper middle class—on Mr Steers’s definition, all 
people whose incomes in 1938 exceeded £500 a yeat—have fared 
least badly in the past 12 months. Yet this has become an 
economy where cost, and thus standard, of living depend on good 
fortune as much as good management. The working man who 
since the war has a new home at {1 a week (and subsidised by 
£22 a year) and the salaried i 
1938, are relatively comfo ; but for the postwar tenant at 
uncontrolled rents normal -budgeting has-been made i 


for years ahead. Too much individual hardship is hidden by 
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averages to warrant sighs of relief at the statistical cost of living 
of any. section of the community, 
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Labour, which originally pressed for the revival of the IFTU, 
has been encouraging the western groups to form a new anti- 
Communist international. They wanted to see a body with a 
fully fledged international secretariat emerge from the recent 
London conference on the Marshall Plan, and this might well 
have been the end of the WFTU. These proposals, which 
were supported by delegates of the CIO and other American 
organisations, were not adopted, largely because the British 
and European groups were not ready to move so far. The 
British, whom the Americans criticised for a “ lukewarm” 
attitude and for slow progress in making intra-European co- 
operation effective, insisted that international action must 
spring from effective national action, and that it was necessary 
first to ensure co-operation between the national trade union 
centres and their Governments. In the end, it was agreed 
that each national organisation should appoint a special ERP 
official, that M. Léon Jouhaux should act as liaison officer with 
the Paris ERP administration, which would recognise and con- 
sult with the unions’ ERP advisory committee. It remains to 
be seen whether this arrangement will develop along the lines 
envisaged by the Americans or whether it will permanently be 
confined to ERP activities. 

The American Federation of Labour in the meantime has 
been consolidating its position among the non-Communist 
groups. It recently set up an inter-American Federation of 
Labour to counter WFTU influence in the western hemisphere 
and it is believed to be contemplating similar plans for the 
Asiatic anti-Communist elements. The Federation is reported 
to have given substantial funds to the French anti-Communist 
Force Ouvriére and has recently provided advisers in Marseilles 
and Le Havre, where Communist influence is strong. No doubt 
the Italian minority movements will equally turn to it for support 
-and advice. It has also encouraged its members to participate in 
the International Trade Secretariats, to oppose WFTU 
interests. 

These developments have placed the British TUC in an 
awkward position. It conceived and nurtured the WFTU and 
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The Moscow talks still hang in the balance and the last 
attempt to present minimum terms to Mr Stalin has not been 
made at time of going to press. If they should prove 
acceptable and lead to a lifting of the blockade of Berlin, then 
it will be wise to restrain any tendency to claim a straight diplo- 
matic victory for the West. After such hard bargaining it could 
be assu that whatever the Russians had secured would be 
really valuable to them; and to that gain must be added their 
power to re-impose the blockade at any time and to nibble away 
by economic and administrative measures at the Western position 
in the city. 


organised a full-scale military 
Western sectors of | 
trouble arises from the introduction into Western Germany of a 
mew currency against which the Russian authorities in Berlin felt 


obliged to defend the economy of the city and of their zone. 
If, therefore, the present talks fail the Russian people can be told 

that the Western envoys were unreasonable about highly 
currency matters. If they succeed the Russian people can be 
told that the Western envoys have sensibly given way and that 
the blockade is therefore no longer necessary. 
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has provided Lord Citrine and Mr Deakin. as . presidents, 
While there is considerable support for the WFTU in the 
British trade union movement, as resolutions for the forth. 
coming Margate conference show, the TUC has also been a 
prime mover in the ERP conference. European unions, like their 
political counterparts, have always tended to look to the British 
for alead. Now there is a tendency for the Communist unions 
to look to Moscow, and the anti-Communists to, Washington, 
Hitherto, the TUC has managed to keep a foot in both camps, 
bur the role of peacemaker is a thankless one, and it may soon 
have to make up its mind to bring its feet together. 

The conception of “workers of the world unite! ” is very 
difficult to sustain, The idea that working people have common 
interests which transcend nationality and race flourished during 
the nineteenth century, when, except for fraternal gatherings, 
it was never really put to the test. The outbreak of war in 
1914 dealt the first blow to it, and the divergence between revyo- 
lutionary socialism, reformist socialism, and the American con- 
ception of organised Jabour in a capitalist state dealt it another, 
The harsh experience of the twentieth century has, in fact, 
been that national loyalty exerts a stronger pull than any other 
interest, and that, even where common interests exist between 
the members of a class in different countries, the division 
between democracy and totalitarianism creates a barrier which 
only the fanatical few are anxious to surmount. 

Consequently, as the ideological conflict deepens between 
east and west, trade unions have come more and more to 
mirror the policies of their governments. The identifications 
between government and union in Russia and the Russian 
dominated countries is almost complete. The British unions 
are, with few reservations, committed to the foreign 
policy of their own Foreign Secretary. The two American 
federations, though they will reject any suggestion of govern- 
mental pressure, are in fact at one with the Administration on 
the Marshall Plan. Until there is some progress in the diplo- 
matic and political spheres it is impossible to foresee anything 
but a. precarious and unhappy future for the WFTU, 
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the outcome of the conference, they should not again have imposed 
on them such a wide range of responsibilities, especially in 
economic matters. 


«x * * 


Red Danube 


“Law,” says Mr. Vishinsky, “is an instrument of politics, 
and the reverse theory is untrue.” With this classic formulation 
the Soviet public prosecutor and draughtsman of the Sialin 
constitution rejected last Monday any idea of referring disputes 
about the use of the Danube to the International Court of 
Justice. Instead they will be dealt with by a tribunal of three 
two. nominated by_the riparian states and one by the chairman of 
the new and solidly satellite Danubian Commission. It is now 
settled that the Western Powers have lost all status in Danubia ; 


their rights or views. Time alone can show what rights Germany 
and Austria will be granted ‘beyond the reaches within their 
territories. 

The conference in Belgrade has been a damaging fiasco for 
British as well as American diplomacy. It will have raised the 
stock of the Russians among the neighbours of Tito at a difficult 
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Defence and Defiance 


The question is being asked whether the lips of Mr Alex- 
ander, like those of Mr Baldwin, have been sealed. Certainly 
the Minister of Defence has done noticeably little either to warn 
the public of the dangers of the international situation or to 
arouse its interest in the implications of the Brussels Pact. 
Recruiting speeches have been left to Mr Shinwell, a task for 
which he shows little liking, and the explanation of British obliga- 
tions and indebtedness to allies is nobody’s business. It is really 
astonishing that the arrival of American bombers in East Anglia, 
greeted with relief across the Channel, brought forth barely a 
word of welcome or justification from a Cabinet Minister. 

Ministers may readily be excused for avoiding talk of war. 
The men in charge of the Service Ministries are not of high 
calibre, and they are probably as much alarmed by the power 
as by the weaknesses of the forces they control. But they cannot 
be forgiven for failing to explain to the public two things: first, 
that defiant diplomacy without power is bluff ; second, that the 
effort which Western Europe will make towards regional arrange- 
ments for its security depends on the lead given by Britain. About 
the progress made in London by the military committee of the 
Brussels Powers not a word has been published which would 
enable leaders of public opinion to present the country’s obliga- 
tions in a novel and interesting light. Recruiting, whether for the 
regular or for the territorial and auxiliary forces has no point, 
no appeal, so long as the danger it is intended to meet is not 
frankly and bravely explained. This task cannot be left to Lord 
Montgomery. 

The Opposition too must take its share of the blame. Mr 
Churchill should have asked months ago in the Commons for 
information about the state of the nation’s defences. His followers 
should have pressed the Government much harder for assurances 
about the state of civil defence, about the disbanding of special 
airborne and armoured formations, about the state of anti-aircraft 
and fighter resources and about arrangements for calling up 
reservists. Had such questions been pressed and reasonable 
assurances given, then British spokesmen—among them Mr Eden 
—would have been better entitled to speak brave and defiant words 
about Berlin. There is a general reluctance on both sides of the 
House to realise that policies which lead to situatioris just short of 
war need the support of forces which are just short of complete 
readiness. Ministers should spend part of their vacations reading 
the speeches they made on defence in 1937-38. They wear well. 


* * * 


Tobacco Cuts 


Last Friday’s announcement of a further cut in the supply of 
cigarettes and tobacco to retailers raised a cry of anguish from a 
British public which had spent most of its holidays queuing for 
supplies which had suddenly become scarce. In fact this cut may 
lower consumption to 195 million Ib., the point at which it stood 
in 1938. The extent of this reduction can be seen by comparing 
it with the figure of 258 million lb, for 1946-47 which had, how- 
ever, been reduced by savage taxation to the rate of 208 million 
for the year 1947-48. ; : 

This might be the genuine symbol of Nemesis, ramming home 
to the British public what it means to be a citizen of a country 
with an adverse trade balance and therefore unable to set its own 
pattern of living standards. To the worker sick of queuing for 
a twopenny cigarette of indifferent blend, it might be possible 
to demonstrate—as it is impossible with subsidised food—that 
living standards depend upon productivity. But in fact the 
operation of two factors will probably mask this grim truth. 
First, tobacco will inevitably bulk large in Marshall aid to Britain 
and ECA had already estimated the United Kingdom needs of 
American tobacco for this year at 205 million lb. of which Britain 
will probably take up the two-thirds covered by grants under ERP. 
Limited supplies of Greek, Turkish and Rhodesian tobacco 
are available, but although the American Government may have 
no immediate objection to their purchase, it is unlikely that the 

rican growers would allow such a risky change in consumer 
habits to become permanent. 

Secondly, cigarettes are not in the same category as other con- 
Sumer goods. The process of reducing the consumption of 
nicotine is so painful to the hardened smoker that he or she will 
curtail many other pleasures (including saving) first. Although 
it is considered by sociologists to be more easily controllable than 
drinking or ing, smoking has nevertheless acquired a steadily 
Stronger grip in Britain. (Consumption in 1946 was almost double 
oo of 1924.) Its volume is not related to the standard sine 

highest figure of domestic consumption ever reached has jus 
been recorded in the United States) nor to the availability of 


other goods. Although the power to satisfy the urge depends: 
upon the level of money wages, the urge itself is created by the 
many tangible and intangible factors which contribute to the strain 
of living. Many works managers will agree with Mr Belcher, 
secretary of the Tobacco Trades Association, that any saving of 
dollars on tobacco will be offset by a decline in the efficiency of 
the British worker who, quite wrongly, is convinced that regular 
smoking is essential to his well being. Whatever the result of better 
housing and amenities, and a return to more settled civil con- 
ditions, will have upon permanent smoking habits, there can be 
no doubt that the smoking urge is still near its peak, especially 
among male workers. 

Faced with a possible drop in industrial morale and the 
certainty of political unpopularity, there is very little that the 
Government can do except to juggle with the distributive arrange- 
ments. The placing of cigarettes on the ration as an alterna- 
tive to sweets might work, but there would inevitably be a big 
black market traffic. To tax tobacco even more highly would 
inevitably create a demand for bigger wages, since the workers 
regard them as a necessity of life. The Government’s probable 
course will be to make some discreet arrangement wi 
cigarettes find their way into the industrial areas and the canteens 
at the expense of other localities. 


* * * 


Cost of Living 


In the latest Bulletin of the Oxford Institute of Statistics 
Mr Dudley Seers has further elaborated his cost of living estimates 
by a subdivision of the middle classes. The results, reproduced 
in the table below, are based on careful calculations, and would 
doubtless be borne out by that somewhat elusive body of people 
whose living conditions happen to conform to weighted mathe- 
matical averages. Yet, bearing in mind that individual circum- 
stances vary widely, the trends shown in Mr Seers’s calculations 
conform to experience. From 1938 to 1940, he estimates, the 
working and middle-class living cost rose about equally, from 
1941 to 1943 the middle-class cost of living rose more rapidly 
and from 1944 to 1946 the two groups rose again at about the 
same pace. Since 1946 the calculations show a slight differential 
disadvantage against the working classes, which is indicated in 
the last column of the table. 


Cost oF Livinc or DifrFERENT Socrar STRATA 








(1938-=- 100) 

(1) (2) Percentage 

June, May, Rise Since 

1947 1948 june, 1947 
Working class .......... et bien plenktnaetinn 161—2 174 7-3 
Lower ‘midtile Chisg oo... cece cteve’s 166—T 179 T-3 
Chepient: Seo pees ia. ce ois ak ee bab 168 180 7-2 
All salaried personnel .............-40. 169—70 182 73 
7-0 


Uppber miiddite class .. 2... cc eccgencsces 185—6 198—9 





The cost of living index of the, working classes since 1938 has 
risen somewhat less than the consumer’s price index, but whether 
this means in effect a rise in real wages depends upon the view 
taken of both size and quality of the national product today as 
compared with prewar. There is little doubt, however, that the 
incomes of the higher groups have fallen behind their respective 
cost of living indexes ; no mathematics are needed to prove this. 
At best the national product has moderately increased in quantity, 
yet the larger share of the working classes in that product must 
come from somewhere and as it does not, at least all of it, come 
from more production or overseas borrowing, it must come from 
less consumption—for someone. “The general rule appears to be 
that the higher a social group was in 1938, ceteris paribus, the 
greater has been the increase in the prices of their customary 
purchases ‘since 1938.” It is rationing by the purse indeed when 
cost of living rises faster than incomes. 

In the last year the middle classes have apparently not fallen 
behind in the race to retain their share of the national product. 
Indeed, the upper middle class—on Mr Steers’s definition, all 
people whose incomes in 1938 exceeded {£500 a year-—have fared 
least badly in the past 12 months. Yet this has become an 
economy where cost, and thus standard, of living depend on good 
fortune as much as good management. The working man who 
since the war has a new home at £1 a weck (and. subsidised by 
£22 a year) and the salaried who took a 14-year lease in 
1938, are relatively comfor ; but for the postwar tenant at 
uncontrolled rents normal -budgeting has. been made in 
for years ahead. Too much individual hardship. is. 


by 
averages. to warrant sighs of relief at the statistical cost of living 


of any, section of the. community, 
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She Chose Freedom 


In the Biblical narrative of the Fall an angel with a fiaming 
sword was posted to keep people our of Paradise. Under the 
rule of the Marxist-Leninist state, on the other hand, the more 
important task of the flaming sword is to stop people escaping 
from Paradise. Extraordinary precautions are taken by the Soviet 
Union to prevent its citizens from fleeing from their happy land. 
As long as the iron cage does not extend beyond the frontiers 
of the. Union, it is no matter for international law—even though 
cases such as that of the detention of the Russian wives of British 
subjects are a cause of international friction—but when the Soviet 
stave pursues its wayward children outside its territorial 
boundaries, awkward incidents are liable to occur. 

The latest case is the astonishing “ rescue expedition ” of officials 
of the Soviet Consulate in New York to bring into Soviet keeping 
the school teacher Mrs Kosenkina, who was living on a farm 
owned by a White Russian organisation outside New York— 
having been abducted thither according to the official Soviet 
version, but having taken refuge there according to her own 
account which she has now given to the New York police. Even 
if she had been abducted, there was no. justification for the Soviet 
Consul’s action; it would have been his duty in international 
law to request the American police to liberate her, not to organise 
a rescue party himself.on the territory of.a foreign state. But 
by jumping from the window of the Consulate, and afterwards 
refusing to allow Consulate officials to take her from an American 
hospital, she effectively refuted the Consul’s contention that White 
Russians, and not his own staff, were the kidnappers. 

Meanwhile the Soviet Government had raised the matter to a 
high diplomatic level by formally protesting to the State Depart- 
ment and demanding that Mrs Kosenkina and another Soviet 
citizen, Mr Samarin, who with his family had also “ chosen free- 
dom,” be handed over forthwith to the Soviet authorities. As 
Mr Samarin had already placed himself under the protection of 
the Federal Bureau of Investigation, it was no longer sufficient 
to accuse the White Russian group of abduction, and American 
officialdom was directly charged with being in the plot to entrap 
Soviet citizens longing to return to their own country. This 
insolent bluster is unlikely to convince any honest American that 
Mrs Kosenkina jumped from the Consulate window because of 
her joy at being once again within the embrace of the Soviet state. 

In any case, the American Government has refused the extradi- 
tion of the fugitives, and the Swedish Government has now been 
encouraged by the example to warn the Soviet Embassy in Stock- 
holm to desist from attempts to force the return of an Esthonian 
girl who wishes to remain in Sweden. It is, indeed, about time 
that the Russians, who lay such stress on their own sovereignty, 
were told clearly that they can claim no extra-territorial rights on 
foreign soil for the purpose of applying their discipline to their 
own nationals. 


* * * 


Too Many D-Marks ? 


The German people in the three Western Zones will have 
another billion D-marks placed at their disposal by the decision 
taken this week to release the remaining quota of 20 D-marks 
per head, which was promised in the currency reform law last 
July. Dr Erhard, head of the Economics Department at Frank- 
furt, opposed this step on the grounds that consumers had too 
much purchasing power already, while industry is acutely short 
of medium and long-term credits. The public was blamed by 
the German authorities for forcing up the now largely decontrolled 
prices by reckless buying and for encouraging the fresh hoarding 
which is taking place. 

It is often overlooked in such arguments, however, that the 
former “legal” prices which have now risen were in-any case 
fictitious, and that real prices have fallen by far more than the 
cut in currency would have justified by itself. Thus, the legal 
price of a pair of shoes was 18 Reichsmarks before July 20th, but 
at the rate of allocation and issue it would have taken eight years 
for each consumer to secure a pair. On the black market, 
were to be had for 800 to 1,000 Reichsmarks. At the exchange 
rate of ten to one, this price should have sunk to 80 to 100 
marks ; but, in fact, shoes can now be bought on points in 
shops for prices which are wavering between 30 to 40 
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in cash and bank accounts, a figure to which the extra billion 
will now be added. And the danger of another buyi 
spree exists. The Germans have not yet realised how poor their 
country has become. The great need is for a return to reality 
in all aspects of life, and it is the basic virtue of the currency 
reform that it sharply forced the tend in that direction. For 
the British it is hard to estimate how far illusion had gone in 
Germany, where belief in a miracle weapon had been succeeded 
by faith in a whole range of other fictions, political and economic, 

Though there is a risk in giving the public its 20 D-marks per 
head, it had nevertheless to be taken, even if it temporarily fosters 
the illusion that good times are coming. If the currency law had 
been altered, public confidence in the new marks would have 
been undermined. Rumours of tresh inflation are already being 
spread by speculators and Communists, including the report that 
the Western Powers will, after all, allow the Russians a share 
in control of the D-mark in order to remain in Berlin... That the 
Western Germans should be nervous on this score is a warning 
of the danger of any but the most limited concessions on currency 
Matters in Moscow. 


iy 


* x * 


Christian Trade Unions in Italy 


The expected split in the Italian Confederation of Labour 
(CGIL) is now virtually complete. The Christian Democrats 
had long presented the political twist given to CGIL policy by 
the Communist majority. The last straw was the general strike 
ordered by the Communists on July 1§th, after the attempted 
assassination of Palmiro Togliatti, their leader. ‘The next day 
the Christian Democrat trade union leaders sent a letter to the 
CGIL Secretariat declaring that, since the objectives of the strike 
were against the proper aims and tasks of trade unionism, they 
must denounce Article 9 of the CGIL Statute. Under that 
article all members agreed to abide by majority decisions of the 
Directorate. Furthermore, the Christian Democrat trade union 
leaders urged their workers to ignore the strike notice. 

In reply, the Communists appealed for trade union loyalty. 
But the quarrel was taken up by the Christian Association of 
Italian Workers (ACLI) recently formed by the Christian Demo- 
crats to operate within the CGIL. This action was followed by 
the predominantly Communist executive committee of the CGIL 
expelling its Christian Democrat colleagues. The expelled 
leaders refused to leave their offices, and parleying went on for 
several days. But the die now seems cast, and news of “ free 
trade unions” is coming from all over Italy including even 
Bologna, the Left-wing stronghold. It is expected that when the 
ACLI holds its first national congress early next month, it will 
set up a fully independent and rival trade union organisatior like 
that of the Force Ouvriére in France. 

Meanwhile, two particular aspects of the present confused 
situation are of interest. First, the Pope is reported to be 
preparing an encyclical on Christian Trade Unionism, to be 
issued probably just before the ACLI congress in September. 
This promises to be a momentous document, for which there 
has been no precedent since the encyclical Quadragesimo 
Anno issued in the early thirties. Secondly, the 
Christian Democrats, having successfully got the courts to 
block the CGIL’s liquid assets, amounting to 200 million lire at 
the Banca dei Lavoro, pending a decision on legal entitlement, 
have now been allotted 23 million lire as their share. This event 
has convinced many doubting observers that united trade unionism 
in Italy really is finished. 


x * * 


Constitutional Progress in Rhodesia 


Northern Rhodesia is the latest colony to have its constitu- 
tion modified towards more responsible government, but the 
changes announced by the Colonial Office this week are less 
interesting than the events which led up to them. Constitutional 
advance in Northern Rhodesia is hampered by the two facts 
that it is a colony with a white settler community and that it is 
adjacent to self-governing Southern Rhodesia which discrimi- 
nates against the African in its legislation and administration. 
There is always the fear that if more responsible government, 
in accordance with the Europeans’ wishes, is given, it will pave 
the way for the infiltration of discriminatory practices from 
Southern Rhodesia and possibly for the amalgamation of the two 
territories. BS 


It was. against this background of suspicion that earlier this 
year the unofficial European members of Northern Rhodesia’s 
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Legislative Council put forward proposals for constitutional 


reform. Not unnaturally they would have allowed Northern 


‘Rhodesia’s Europeans a bigger say in its affairs by giving the 


Legislative Council control over the Executive Council in which 
three of the European elected members should sit. But they 
also proposed that the balance of power in the Legislative Council 
between Europeans and Africans should be preserved and that 
an African, chosen by Africans, should sit in the Executive 
Council as Minister for Native Affairs. Yet so great is the 
suspicion of European intentions that the very real advance pro- 
posed for the Africans was overlooked both by the Africans them- 
selves and in this country, and the scheme was denounced lock, 
stock and barrel. 

The Colonial Office’s counter-proposals, which were agreed 
to by the European and African delegation sent to discuss the 
whole matter, are much more limited. The Executive Council 
will include three European unofficials from the elected members 
of the Legislative Council and one of the European unofficials 
nominated to represent African interests. Provision is also made 
for one or two of the unofficial members to have responsibility 
for groups of departments—the usual device in the colonies for 
helping the transition from an Executive Council to a full Cabinet 
system. When Africans are ready for it, they will be eligible 
for appointment to the Executive Council, but for the time being 
they must rest content with the direct representation in the 
Legislative Council which they will have for the first time this 
autumn. Yet the Africans apparently prefer these cautious pro- 
posals of the Colonial Office to the real advance which the un- 
official propbsals would have given them. 


* * * 


Federation or Amalgamation ? 


No official statement was issued at the end of the talks 
between the Secretary of State for the Colonies and the Northern 
Rhodesian delegation on the question of federation with Southern 
Rhodesia. But it is becoming such a prominent topic in both 
colonies that it can hardly fail to have been discussed.. There is 
no doubt that many Europeans in the Rhodesias still desire 
amalgamation as wholeheartedly as they did in the ’thirties when 
the Bledisloe Commission pronounced against it for the time 
being. But there is also no doubr that the reason why the Com- 
Mission pronounced against it is as strong now as it was then— 
the fear of Southern Rhodesia’s native policy held by the Africans 
of the northern territory. On the other hand, federation would, 
it is claimed, give all the advantages of amalgamation—it would 
provide a larger and more convenient unit for the administration 
of such matters as civil aviation, transport, hydro-electric schemes 
and external relations—but without the great disadvantage of 
amalgamation, for it would reserve to the individual governments 
all aspects of native affairs. Amalgamation of Northern Rhodesia 
with Nyasaland would be the natural introduction to the federation 
of the three territories, and there are signs that the former, 
opposition of the Nyasaland Africans to the proposal is breaking 
down. 

Whatever their real feelings, an important section of Europeans 
in both Rhodesias appears to have decided to drop amalgamation 
in favour of federation as being the most practicable aim. In 
fact, the United Central Africa Association, an organisation in 
Southern Rhodesia, is anxious that Southern Rhodesians should 
not press for Dominion status .because it would be impossible for 
the federation of a colony and a Dominion to be achieved, and 
at the moment it puts the practical advantages of federation above 
the problematical advantages—and undoubted costs—of Dominion 
Status in isolation. The nucleus of federation of the three 
territories already exists in the Central African Council, and the 
Colonial Office may well think that this body, which is solely 
advisory, should be given a longer trial before anything more 
ambitious is attempted. In the meantime, the Africans of 
Northern Rhodesia and Nyasaland should be told exactly what 
federation implies and, more important, what it does not imply, 
and their opinion on it ascertained. It would be unfortunate if 
yet another scheme should founder on African distrust. 


* * x 


Insurrection in Burma. _ a 


For months past a large area of central Burma has been out- 
side the control of: the Burmese Government and under the 
domination of Communist rebels led by a certain Than Tun. Bur 
it has only been during the last fortnight that revolt has assumed 
such préportions as to endanger the very existence of the Govern- 
ment—now a “caretaker” administration still headed by Thakin 
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‘Nu, who succeeded to the leadership of the AFPFL (Anti-Fascist 
People’s Freedom League) after the assassination of Aung San, 
and concluded the Independence Treaty. with Britain. A section 
of AFPFL, the PVA (People’s Volunteer Association), formerly 
Aung San’s private army, broke away and seems to have formed 
a working alliance with the Communists ; there have also ‘been 
mutinies of units of the regular army and a spread of brigandage 
ensuing on the breakdown of the central power. Rebel forces 
have attempted to take Rangoon, but have been beaten off by 
troops still loyal to the Government, including garrisons urgently 
recalled from the Chinese frontier. 

U Tin Tut, who has resigned as Foreign Minister, but con- 
tinues to support the Government, is trying to raise an auxiliary 
military force, which in. accordance with current Burmese custom 
will, doubtless, be in effect another private army. What is now 
happening in Burma appears to be a dissolution of the state in 
which central rule may virtually disappear for some time in a 
struggle of factions, with the border tribes perhaps asserting their 
independence. With reorganised military forces thé present 
regime may ultimately succeed in restoring its authority, but in 
the meantime Burma, and foreign interests in Burma, cannot but 
‘sustain serious economic loss. If, on the other hand, Than Tun 
were to come to power in Rangoon, his programme commits him 
to cancellation of the treaty with Britain and to outright. confisca- 
tion of British assets in Burma, which now form one of the most 
important sections of British capital holdings abroad. 

The unrest in Burma is to some extent an inevitable result of 
inflated hopes of the results of independence among the massés 
of the people. Nationalist propaganda has long attributed al! 
poverty and woe to colonial administration, and has painted a 
picture of a golden age to come with the passing of British rule ; 
reality has fallen far short of expectation, and the Communists 
have been quick to suggest that, if the millenium has not yet 
arrived, it is because Ministers in Rangoon are still the slaves of 
imperialist monopoly capital. The peasants do not see why they 
should pay taxes or pay for tickets when they ride in trains, for 
they have been told that the country and its wealth now belong 
to them; if the officials want money, why don’t they take it 
from the Burmah Oi! Company, which has plenty? On such 
states of mind Communist agitation plays skilfully in accordance 
with text-book tactics to promote anarchy through which the 
Communists can come to power; it will be time enough after- 
wards to explain to the peasants that they will have to pay taxes 
after all. Meanwhile, the world is wondering what is going to 
happen to Burma’s exports of rice, oil and teak. 


* * * 


ECA Delivers the Goods 


The Economic Co-operation Act (ECA) has now been in 
operation for over four months, and some Europeans are begin- 
ning to ask what kind of goods they are getting under the recovery 
programme. The answer is given in a recent survey provided by 
the ECA authorities. I: shows that, ever the four months ending 
August 7th, ECA had authorised the 17 Marshall nations to make 
purchases under the Act to a total of over $940 million. Practically 
all of this total was for food and raw materials. Authorisations 
for the purchase of capital equipment were negligible. The 
following table gives the authorisations by commodity group in 
detail : 








Valine 
Food and Agricultural Supplies | $ Million Raw Materials $ Million 
Wheat and wheat flour ........ nga prnduct® ... s5i.4.. 108-5 
Wnts «6 oa tne cx cend sede < eee oe Se nes wind teas aks deine 
Other food products ........... Non-ferrous metals and non- 
* and other dairy products metalic minerals .....0.... 60 
Fertiliser, feeds and seeds ...... COONS ols ck cey tn cle deoas 55 
Agricultural equipmetit.......-. RA, CIE. ooo cas apecests | w 
Inedible ‘oils and fats ........ 24 
ARE ssn ids anes pees TINE, on. os carina ties sey 22 
WN FS osc ok chs chan eepee aes 20 
Miscellaneous 2 O25 7». oii. Lesa 
Ocean and inland freight .....,. Fibres and textiles other than 
Industrial equipment.........++ GROOT Ciena necemeeriucs 4°5 
Mediniets Fi a5, a a 
Aireralt PATS: onc vigvisgn + Hind viene 
Miscellaneous On Oo eke Cau enon 
Fobak:. cvvies Chen crnnees MORAL: «on 6 5m en sabyla 403-0 








The provenance of the goods offers interesting comparisons. 
Figures available at the beginning of August showed that 38 per 
cent of the purchase authorisations were issued for the buying 
of goods and services outside the United States. The largest 
contributors of these so-called “ off-shore ” supplies were Canada 
andthe Persian Gulf areas. The main commodities they furnished 
were petroleum, wheat and wheat flour, and bacon, The par- 

















ticipating European countries themselves, apart from Belgium 
and Bizonia, have so far supplied little. 
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In the distribution of these supplies, by far the biggest share 
has gone to the United Kingdom, which has received 30 per cent 
of the total of $940 million. A further 25 per cent has gone to 
France, and Italy and Western Germany have each received 
about 12 per cent. 

These figures and percentages raise the acne how far the 
experience of the first four months may form the permanent 
pattern for the future recovery programme. If there is an im- 
provement in world supplies of cereals and later of dairy produce, 
then the ERP countries can make greater savings in their use of 
collars for imported food. A change, therefore, in the commodity 
composition of ERP imports is probable. Such a change, how- 
ever, assumes that the Marshall countries will be able to use their 
saved dollars to buy capital equipment—deliveries of which play 
an insignificant role in the deliveries so far. The present signs are 
that they will not be able to buy all their requirements from the 
Untted States. The American steel industry is unwilling to finance 
large plant expansion merely to meet what it considers a temporary 
European demand, 

So the prospect is that the ERP nations will have to turn to 
one another in order to obtain the industrial equipment needed for 
reconstruction and development. Such an increase in intra- 
European trade is, in fact, implicit in the whole design of ERP. 
If the programme is to fulfil the intentions of its American archi- 
tects, the 17 nations should move toward a point where they are 
drawing off very little from the American economy—ERP food 
needs should be met primarily by Canadian and Latin American 
supplies and requirements of capital equipment should be met 
within Europe. 


® * 2 


Satisfaction in Olympus 


Despite the unfortunate symbolism of the fact that the torch 
blew out the minute it reached the white cliffs of Dover, Britain’s 
turn as the host to the Olympic Games has been a much greater 
success than anyone had dared to hope. The arrangements for 
spectators and competitors were not luxurious, but they were 
adequate, and apparently better than many foreign visitors had 
been led to expect. There were occasional flashes of that 
unimaginativeness which British petty officialdom can display, 
as for instance the poverty of decoration and the three carriage 
Emmett train put on to return the entire audience from Henley 
to London. But every arrangement within the ambit of the 
Olympic organisations themselves was excellently contrived and 
great credit is due to Lords Portal and Burghley and their staffs, 
respectively the chairmen of the London Games and of the 
Organising Committee. 

Apparently man (and woman) is destined to run faster and 
to jump higher as mankind knows less and less whither it is 
bound. The athletic prowess of the coloured runners was fully 
to be expected together with the general pre-eminence of the 
American and Scandinavian athletes. Apart from the boxing, 
which should be excluded from the Olympic Games until a better 
set of international rules can be produced, the various victories 
gave more pleasure to the victors than pain to the vanquished, 
and especially the performance of Mrs Blankers-Koen which 
made the Dutch happier than anything since the liberation. 

One thing has become obvious. The success of an Olympiad 
depends on the quality of the crowd which watches it. The 
British are among the most expert of spectators, and the skill 
with which they summed up the finer points of the events was 
impressive. Their attendance outstripped official forecasts, 
although the British people have recently confided to Dr Gallu 
that their favourite sports are, in that order, soccer, cricket 
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tennis, racing, rugger and the dogs, only one of which was 
represented. That they i 


evidenced by the wave of relief which swept the country when 
it was found unnecessary to disqualify the American relay team. 
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Nothing could have been in greater contrast to the Berlin Games, 

Unfortunately, it is idle to pretend that such successful gather. 
ings can do much to induce a better spirit of international. amity. 
As a result of bitter experience the Western world has now 
that it is international politics that decide policy, and 
athletes who link arms in one year may be_shouldering 
against each other in the next. It is certain that the echo of 
crowd at Wembley will have been heard but dimly in the Kremlin, 
and perhaps the most significant test of the relative placings of 
Mr Marshall, Mr Molotov and Mr Bevin will be whether or not 
there will be an Olympic Games at Helsinki in 1952. 
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* * * 


Mr Chifley Sets His Teeth 


Mr Chifley is not, after all, accepting his defeat at the hands 

of the Australian High Court. The Federal Government has 
decided to appeal to the Privy Council against the invalidation 
oi their Act to nationalise the Australian banks. The decision is 
surprising, for it is against the traditional policy of the Australian 
Labour party to take its problems outside Australia. Moreover, 
since the six judges of the High Court were unanimous in their 
findings against the crucial sections of the Act—those which gave 
the Commonwealth Bank power to take over the management of 
trading banks—it is unlikely that the constitutional law has been 
misinterpreted. And it is only on points of law that the Privy 
Council can base its decision on the validity or otherwise of the 
High Court’s judgment. 
- Apart from appealing to the Privy Council, there were two 
courses open to Mr Chifley’s Government. Either they could 
have accepted the High Court’s judgment as final and abandoned 
their attempt to nationalise the private banks ; or they could have 
framed alternative legislation, modifying the extreme measures 
in the Act. In the circumstances either one of these two courses 
would have seemed better than obstinately clinging to their 
original intentions. Political feeling in Australia has been excep- 
tionally strong against the Banking Act, and Mr Chifley’s deter- 
mination to carry it through will not serve his party well at 
the general elections next year. 

The question of whether or not the Australian banks can be 
nationalised has become the chief political issue in Australia. It 
has been lifted out of its immediate context and it is now a test 
case of how far the Federal Government can override the State 
governments without resorting to a referendum. In point of 
fact Mr Chifley’s Government acquired the financial powers they 
needed by the Act of 1945, and, as far as the banks were concerned, 
the new Ac: of last year was an unnecessary attempt io make 
assurance doubly sure. Mr Chifley had little apparent reason for 
pursuing the question once the extent of public opposition had 
made itself felt. But the cat was let out of the bag by the 
Minister for Labour and National Service, Mr Holloway, who, 
commenting on the High Court’s decision, said that it showed 
“how narrow and hidebound the Australian Constitution really 
-, 2 
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Meals for Children 


Last week the Economic and Social Council agreed that the 
United Nations should sever its connection with the appeal for 
children which it originally sponsored and organised. If this 
decision is endorsed by the General Assembly, the responsibility 
for collecting non-governmental funds for the relief of children, 
principally in war-devastated countries, will revert to voluntary 
organisations. : 

What is important is that the United Nations International 
Children’s Emergency Fund, which received a proportion of the 
proceeds of the Children’s Appeal, should be given adequate funds 
to carry on and increase the vital work it is already doing. At 
the moment, with the resources at its disposal it is only able to 
meet a fraction of the demands made upon it. It plans to provide 
a meal amounting to about 400 calories for about 4,500,000 
children and nursing mothers in twelve European countries 
China. The meagreness of this meal, often the only hot meal 
the children receive, will be realised when it is compared with the 
1,900 to 3,000 calories a day which is the dietary allowance for 
school-children recommended by the National Research Counci 
of the United States. How inadequate is the number of such 
meals available is illustrated by the story of the Jugoslav school- 
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the Far East. It is also planning, in | tion with the 
Scandinavian Red Cross organisations, an ‘anti-tuberéulosis cam- 


To carry out its: programme UNICEF is principally dependent 
on governmental contributions. Its provisional budget for 1949 
has not been planned to allow any appreciable increase in the 
numbers receiving supplementary » but about $46 million 
has still to be found to implement even this moderate programme. 
It is surely =— that ae ee ne was shamed into 
making a suitable con tion to the th by the generous 
response to the Lord Mayor’s Appeal, which by ane beginning 
of June was well over £500,000—and by the equally generous 
response of many other governments. At the end of June the 
Canadian Government had contributed over $5,000,000, and the 
Uruguayan $1,000,000, as compared with the $403,000 contributed 
by the British Government. There can be no pleading that we 
cannot spare the dollars—non-convertible sterling would do. 


vian 


* * * 


British Council, 1947-48 


The British Council’s report on its work for 1947-48 begins 
defensively—a bad tactical] mistake by a body which has been 
exposed to so much ignorant criticism. Having been given quite 
a good testimonial last March by the Select Committee on 
Estimates it might have taken a rather tougher line. Funds for 
the year 1948-49 have been cut by ten per cent to £3,150,000 and 
the Council has withdrawn from Iceland, Switzerland, French 
North Africa and three smaller South American countries. 

Those who attack the Council most noisily generally question 
not the quality of its work but the very need of its existence. This 
report describes valuable activities in the teaching of English, the 
circulation of books, the financing of chairs and lectureships which 
no other body could do, particularly under a government which is 
systematically draining dry the sources of patronage and private 
enterprise in thé arts and sciences. Particularly valuable is the 
work done in receiving students and organising their studies and 
experiences in this country. If foreign students are to be encour- 
aged to come—and there are good reasons why they should be— 
it cannot be seriously argued that they are best left to find their 
own way around the British educational and social system. 

But if it is the Council’s object to spread knowledge of the 
British way of life—there appears to be no statement of basic 
aims in this year’s report—one must have doubts whether all its 
exports are the best procurable, A little more hard fact about 
British political and economic achievement could surely be pro- 
vided without infringing the Council’s rules against propaganda. 
And it is notable that the lecture lists include no references to 
British newspapers, whose standards and traditions are outstand- 
ing, both within and outside Europe. Against these omissions 
have to be balanced the European tour of the Sadler’s Wells 
Ballet, much spreading of scientific information and the loan of 
some good pictures and rather pretentious music. 

The Council seems to have made little progress with its main 
problem—to get for its staff the privileges as well as the dis- 
advantages of civil service status, Personal quality is decisive in 
its work and the Council is not always represented abroad by 
men and women of the best type. Pay and conditions should 
be improved, even if it means further reduction in activities. 
For instance, headquarters staff remains at the figure of 1,271, of 
whom about a quarter are busy with finance, establishment matters 
and higher administration. The proportion seems excessive. 


* * * 


Lambeth Report 


The report of the Lambeth Conference together with an 
encyclical letter has been made available with a speed which 
many secular bodies might do well to envy. If the rest of 
Christendom has been expecting some momentous decision to 
follow upon the deliberations of the 326 bishops of the Anglican 
communion. it will have been disappointed. The Lafnbeth Con- 
ference is in no sense a legislative body, but only a gathering of 
Anglican bishops to evolve such common policies as can be 
reached by agreement. Consequently the bulk of the report is 
confined either to the generalities of established doctrine or to such 
domestic matters as the ordination of deaconesses in China 

‘The resolutions contain 


299 
Ft adopts, in so far.as.a,seemtingly uncompromising attitude on 
doctrine will permit, a policy of cautious cordiality towards other 
Protestant churches, including the recently unified Church of 
South India. 
_On the question of divorce the conference has set out the social 
aim of the Church with great cogency. 

If we could change public opinion and make society recognise 
that children have a claim to be brought up by botlf parents ; that 
the most cruel act of parents is to break up the children’s home ; 
that to break up the home and destroy the happiness of children 
is the worst social crime—then a halt might be called to the ever- 
increasing stream of divorce which is in large measure due to the 
mean self-pity of ents who are determined to seek their own 
happiness even at the price of their children’s distress. 


In one important respect the conference has modified its recent 
practice and recommends that the distinction made by a civil 
court concerning the guilty and the innocent party should not be 
involved in the re-admission of divorced persons to the com- 
munion of the Church. 

The report is not concerned with affairs of the Church of 
England except in so far as Lambeth and Canterbury are the 
hearthstones of the Anglican community throughout the world. 
But nevertheless there is a flavour of Barchester about the 
report which makes it hard to believe that the Church has learnt 
the most important lesson of its history—the danger to its own 
vitality of recruiting its priesthood from one social class. Despite 
many excellent individual efforts the Church of England and some 
of the Anglican churches overseas have yet to prove that they 
have again become movements with any strong influence upon 
the future of society, 


Shorter Notes 


The first general election to be held in Mauritius under the 
constitution granted last year took place last week. The Indians, 
who far outnumber the combined French, Coloured, British and 
Chinese population, won eleven of the nineteen elected seats in 
a Legislative Council. The remaining eight were won by one 
white and seven coloured candidates. The new constitution, 
however, also provides for twelve unofficial members in the 
Council who are directly nominated by the Governor. He will 
thus be able to secure that the minority communities are 
adequately represented. 


* 


Although Bizonia’s exports last month reached the record figure 
of $55 million they are still well below the ‘monthly rate needed 
to carry out German i that $730 million worth of 
exports would be delivered during the first year of ERPe The 
progress is none the less striking and the value of exports for 
seven months of this year already exceeds the total for 1947. 


* 


A “Monthly Survey of Foreign Affairs” produced by the 
Conservative Parliamentary Secretariat has started well. Its 
first number, published this month, gives on four pages an 
interesting, balanced and fair account of Mr Bevin’s Western 
Union policy, in which the only obviously critical passages are 
quite properly directed at the view favoured by Dr Dalton—that 
the Western nations can only co-operate on a Socialist basis. 
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Letters to the Editor 


The World and the Dollar 


Sm,—In The Economist of August 7th, Mr Hugh Townshend 
points out that, if, as you have said, the United States will always 
tend to sell More abroad than it buys abroad, then a fall in the 
dollar in terms of other currencies, enabling the American ex- 
porters to dispose of more goods in return for a given amount 
from the rest of the world, would suit both parties. 

You say that he is right, “on the assumption that quantities 
are controlled.” As quantities are controlled, and are likely to 
be so for an indefinite period, can I infer that The Economist is 
now a supporter of the up-valuing of the pound? Perhaps not, 
as the redress of the adverse terms of trade is only a part of the 
results to be anticipated. 

There would be some loss of export trade, but only of the 
least profitable portion. And whereas the improvement in the 
terms of trade would be clear gain to the country, the diversion 
of productivg resources from this margin of export trade to sup- 
plying our home needs directly might well be no loss at all. 

You concede Mr Townshend’s argument, however, only if 
“quantities are controlled.” But even in your “ relatively free 
market” the tendency of the United States to sell more than it 
buys obviously will not be such that no valuation of the dollar 
can ever be too high. 

The power of a high valuation of the dollar to correct an adverse 
balance is limited, and, once the limit is reached, there is no 
advantage in raising it higher. 

The high valuation works partly by deterring purchases of 
imports. When that effect comes up against a hard core of indis- 
pensable imports, reliance must be placed on the stimulation of 
exports. The widened gap between foreign prices and British 
wages enables the British exporters to extend their sales by price 
concessions. And it is these price concessions which diminish 
the proceeds in foreign exchange of a given quantity of exports, 
and cause the unfavourable terms of trade. 

But that only lasts so long as the gap is not narrowed by a rise 
of wages. As soon as the external price level diverges at all far 
from the British wage level, the rise of wages is sure to occur. 
And the rise of wages marks both the extinction of the stimulus 
to exports and the irreversible progress of inflation. 

As you recognised in your comment on Miss Curtis’s letter in 
The Economist of July 17th, I have been urging an up-valuation 


From The Economist of 1848 


August 19, 1848 


By a parliamentary return which has this week been pre- 
sented to the House of Commons, we have exhibited at one 
view a most interesting and instructive history of the results 
of that great experiment in the social and commercial econ- 
omy of the country as contained in our postal regula tions. 
The “ penny postage” is marked as one of the great reforms 
of the age ; not alone, or indeed mainly, because it cheapened 
the cost of sending a letter from the Scotch to the English 
metropolis from thirteen-pence halfpenny to one penny ; nor 
because it enabled two individuals, the one living in Orkney, 
the other at Penzance, to communicate with each other at 
no greater cost than two others living in different parts of 
London ; but because it did involve a great principle of in- 
creased facilities of communication, and, as such, was equally 
valuable in a social as in a commercial point of view . 

The success of the postal reform—in its way by far the 
boldest experiment of our time—is forrunately of that nature 
as to be capable of clear demonstration, A comparison of 
statistical facts is conclusive on the subject ; and the social 
and commercial advantages which have been derived by the 
country can be easily understood to be in proportion to the 
arithmetical increase of communication, There is indeed 
much room for the most pleasing speculations as to the 
numerous and indirect consequences of facts brought to 
light by the array of figures before us, in their influence both 
upon the private happiness and public prosperity of the 
country . 
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of the pound not primarily to improve the terms of trade, but 

to stave off the contagion of inflation from the United States. 

Yours fai R. G. Hawtrey 
29 Argyll Road, W.8 


{This is a large matter which cannot be adequate! =e) Tn the long vo 


footnote. Briefly, our view would be as follows. Oy aa n the tong ron 
it is overwhelmingly probable that the pound should devalued 
relatively to the dollar—unless the American i —o- fur- 


ther, and the inevitable ensuing reaction much less far, now seems 
likely. If Mr Hawtrey is arg against this, we are sure he is wrong. 
But (b) the tuume for the ns of _ sterling not yet come 
and will not come until the present world-wide inflation is ended. 
Nevertheless (¢), we do not think, on a balance of considerations, that 
Mr Hawtrey is right to advocate an up-valuation. Is it only the “ least 
profitable ” exports that would be lost ? And what does “ least profit 
able” mean? Least profitable in sterling to the exporter or least 
profitable to the country in hard eurrencies ? Surely if the sales of 
British goods would be affected by a rise a8 their price nowhere else, 
they would be in the United States ? We share Mr Hawtrey’s distrust 
of arguments that are based solely on the ‘effect they would have on the 
terms of trade. This statistical device, useful to those who understand 
it, is now in danger of becoming a menace. After ifthe correction 
of the terms of trade, statistically defined, is what we are after, let us 
double the price of all British exports tomorrow. It is not only the 
relative prices that are of importance, but the volume of trade that can 
be done at those prices.—Eprror]} 


Oder-Neisse Agitation 


Sir,—In your last editoriai note on the “ Oder-Neisse Agita- 
tion,” when dealing with the revisionist agitation among Germans 
in the Western zones for the return of former German territory 
east of the Oder-Neisse line, you express the view that the British 
and American Governments “should actively discourage such 
hopes and plans. They provide one of the few really cohesive 
factors in the East European bloc.” 

Here you strike the nail on the head, and it is highly desirable 
that public opinion should be aware of this danger of playing into 
the hands of Russia and the Communists. The present new 
Polish frontier along the Oder-Neisse rivers not only has the 
support of Russia and her puppet Communist regime in Warsaw 
but is also firmly and unanimously supported by all Poles, in 
Poland or abroad. 

However anti-Russian and anti-Communist the average Pole is, 
however strongly his hopes are bound up with the West, he 
remains unyielding on this vital matter. Remembering that Poland 
was the first country to fight the German aggressor, suffered so 
much, and stood so unflinchingly by the Allies, he cannot com- 
prehend how the Western Powers, who at Teheran and Yalta 
supported Russia’s seizure of the Eastern half of Poland, now 
seem to be in favour of cutting away territory from Poland in the 
West. This appears particularly illogical because the Western 
Powers agreed at Potsism to the transfer of the remaining German 
population and because this transfer is now complete. 

It is important that ihc Western Powers should realise that 
any attempt to change this state of affairs, any shifting of the 
present Oder-Neisse frontier, would not only cause a repetition 
of the appalling sufferings of the Poles already once uprooted, 
but would be resolutely opposed by all Poles. 

The best course for Britain and America is to recognise this 
provisional Polish Western frontier as final. This would 
strengthen the confidence of the Polish people in the Western 
Powers and would knock the bottom out.of Communist propa- 
ganda presenting Russia as the only champion of Poland.—Yours 
faithfully, 

Polish Press Agency, S, POLANSKI 

11 Drummond Place, Edinburgh 3 


Nothing to Live For? 


Sir,—Yoyr correspondent Mr Gerard Tallack (“Nothing te 
Live For ?”—The Economist of July 31st) advocates a freer use 
of wine by the inhabitants of this country. Wey I support this 
plea with the following considerations -_ 
manufactured in this country consumes 700,000 tons 
of barley a year. "hr this tate the barley focowhich we'went cap-in 
hand to Moscow will ‘not keep our beer factories:‘open for 
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ever tasted wine can only wonder what sort of morale beer is 

posed to sustain. Surely bitter feeling that is all too dent 
among our today would be mollified, and the enjoyment of 
living for beverage we were 


es en the sweeter and more 


Mail) i Yncreased chases of win: this country (using forei 
nil eee sed on barley) esa be good for A: Sonor te 
viticultural countries. 

A lowering of our tariff would thus do good to this country, 
to producing countries, and to Europe as a whole. I have yet to 
see any concrete proposal in connection with ECA that promises 
ot we in keeping with the aims of the project.—Yours 
faithfu D. H. R. Barton 

bel College of Science, South Kensington, London, S.W.7 


Books and 


The Arab Legion 


“The Story of the Arab Legion.” By Brigadier John Bagot 
Glubb. Hodder & Stoughton. 368 pages. 25s. 


NOTHING more annoys one of those modern Britons who have 
chosen a life-time of service with the Arabs than to be told 
that they are “ second Lawrences.” Lawrence was a neurotic with 
a genius for warfare, and a great writer. All the annoying literary 
tricks, poses, and mannerisms of the “ Seven Pillars” only serve 
to bring out the greatness of the book. Similarly all the mystery- 
making and posing and self-mortification of Lawrence’s military 
career in Arabia merely show up what a brilliant tour de force 
his achievement was. have been since Lawrence, and are 
today, a few who have looked on themselves as following in his 
tradition. And they all are surrounded by a faintly second-rate 
aroma of make-believe. Strictly speaking, there is no Lawrence 
tradition, and his would-be imitators invariably go for the stylistic 
trappings. But it was in spite of, not because of, these that he 
was a unique individual. 

Those Britons who do solid work among the Arabs today are 
of a different, genuinely traditional, and less challenging type. 
Lawrence’s Arabic, there seems every reason to believe, was low- 
grade, fluent and serviceable, perhaps, but incorrect and un- 
learned. (From this alone one can measure how subjective some of 
the episodes and related conversations in the “ Seven Pillars ” must 
really have been). Lawrence’s Arabic would not do for the ‘modern 
desert Briton. Brigadier John Bagot Glubb—Glubb Pasha—who 
has just published the “ Story of the Arab Legion,” is a more 
thorough-going, seasoned Arabist. He is also a genuine empire- 
builder, simple, soldierly though without much regard for the 
regular Army and painstaking. The course of events which has 
pushed him into the world’s headlines has made him the symbol 
and spokesman of a British policy which by the outside world is 
judged solely for its impact on Zionism. But it is much simpler 
than that. Glubb serves Britain by serving the Arabs. It is a 
thing such as many Britons are doing i in many parts of the world, 
not seeking and rarely getting recognition. Glubb likes the Arabs, 
because liking people is in the long run the only way to get them 
to do what you want. 

He and his colleagues had the job of pacifying and imposing 
orderly government on a wild nomad country, where gribal war- 
fare and the hatred of all government had been for generations 
the only unchanging facts. They did so, using a technique which 
is the very opposite of that so far favoured by the United Nations. 
For laws which were not enforced and authority aloof and hated, 
Glubb substituted enforcememt without much law and friendly 
personal relations. He lived among the Bedouin and recruited 
his police force from them one by one. This became the Arab 
Legion, a modern motorised force. The story of his achievement 
is well and simply told, with enthusiasm for his Arabs but without 
gush 

Just because the book is unpretentious and human, even boyish, 
unspoilt by official phrases, one may forgive it its episodic charac 
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found imperfect though uw er it is a foretaste 
of a longer book which Glubb will one day write. But the British 
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Rationing by Purse 


Sir,—You write in The Economist of August 14th, p. 250, 
that “Any attempt to correlate the distribution of income with 
the distribution of economic merit is vitiated by the inheritance 
of property.” But the possession of any ability is equally unpre- 
dictable for it is also inborn and according to your suggested 
argument to reward its use would also be vitiated by the fact that 
it was inherited. The fact is that property, like any other inherited 
asset can be developed, neglected or abused. Our need surely is 
not to deplore the inheritance of property as such, but to stimu- 
late its wise use and penalise or prevent its abuse in anti-social 
ways.—Yours faithfully, W. N. Leak 


Dingle House, Winsford, Cheshire 


Publications 


Or again: 
" a the Transjordan deserts had been won by love and not 
y force. 
It is something to have been the agent of a power which in its 
better moments could compress its statecraft into such a phrase. 


‘‘Ordinary Girls’’ 


“Rising Twenty.” By Pearl Jephcott. Faber and Faber. 200 
pages. 8s. 6d. 

“RISING TWENTY” is in a sense a sequel to Miss Jephcott’s 
previous study in adolescence, “Girls Growing Up,” and deals 
with the immediately succeeding age-group, the 17-to-20s. It 
is a thoroughly human, often pathetic, wholly fascinating study 
of three groups of “ ordinary girls” drawn from three contrasted 
working-class communities ; of their work and leisure and their 
attitude towards these, their ambitions, interests, tastes and 
ethical standards. The composite picture which emerges is, 
from some points of view, one of depressing wastefulness ; yet 
not wholly discouraging. Practically everything the girls learned 
at school, outside the imperfectly retained three Rs, had been 
discarded along with their school books ; none of them took 
the slightest interest in public affairs ;:none—with the outstand- 
ing exception of a would-be novelist whose story about a 

“ glamorous debutante,” entitled “The Greater Love,” is printed 
as an appendix—had a hobby of any description; hardly one 
felt any interest in her work, which considering the work which 
most of them were daing is hardly surprising. Two of the three 
groups of girls were, or had been, attached to local youth clubs ; 
but the only use they made of these was to sit about listening to 
dance bands on a radiogram tuned up to roof-lifting pitch. By 
far the biggest interest in their lives was the cinema, visited, 
regardless of programme, three, four or five times a week ; dance 
halls, skating rinks and pubs came a long way after as possible 
alternatives. The impression given is one of automatism both at 
work and at play, of stultification and commercialisation, of the 
second-hand and the second-rate—a cheap-and-nasty contem- 
porary counterpart of Aldous Huxley’s ‘horrible Brave New 
World. 

But this is not the whole story. Underlying all the pseudo- 
Hollywood froth is an instinctive soundness and purpose, and all 
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the old kindly patterns of family life. These young things with 
their brassy perms are shown as dutiful daughters, loving sisters, 
loyal friends, and, in prospect, self-sacrificing and conscientious 
housewives, They may reject culture, but not mothercraft ; they 
may shirk active collaboration in the youth club, but they do 
help their mothers with the housework and. mind their married 
sisters’ babies. Their idea of love is crooner-style romance, but 
their recorded comments on, and ambitions for, family life show 
both realism and responsibility., There, in the family, lies the 
true centre of gravity of their lives ; a fact which must, as Miss 
Jephcott convincingly asserts, be the starting point of any effective 
Youth Service whether educational or social. 


Local Government in Crisis 


“The Development of Local Government.” By William 
A. Robson. Allen and Unwin. 376 Pages. 18s. 


Tus work was first published in 1931, but the author has brought 
his material up to date and has added a long prologue termed 
“Local Government in Crisis.” The main part of the book has 
four divisions, The section on structure contains an excellent 
analysis of the way in which administrative and social needs have 
outgrown the existing units, and of how the present system makes 
inevitably for conflicts between urban and rural authorities, and 
between county boroughs and administrative counties in par- 
ticular. The section on functions contains a strong plea for 
encouraging municipal enterprise in the arts, which has been 
swiftly met by a clause in the Local Government Bill introduced 
after this book had gone to print. Local authorities now have 
many of the powers both for controlling the citizens’ environment 
and for promoting his cultural instincts which Professor Robson 
believes can overcome the present poverty of our provincial life. 

He is wise enough to realise, however, that loca] councils are 
sometimes as much the destroyers as the defenders of zsthetic 
values, and this position, with all its dangers, must continue until 
either a greater number of educated persons become councillors 
or vice versa. The third and fourth sections deal with the local 
government service and the role of the district auditor. The latter 
is shown as an interesting example of the tightening hand of 
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central control over the activities of the local authorities, which 
are cribbed and cabined in far too many directions for the right 
amount of jnitiative and variety to exist in English public life. 
Nevertheless, the author’s revelation of the i 
of service and recruitment shows how necessary it is, despite some 
important recent improvements, for the councils to put their own 
houses in order before seeking a wider discretionary authority. 
The urgent need of the moment, however, according to the 
author’s new prologue, is to overhaul local government structure 
so as to create larger and better-balanced majof units. Professor 
Robson clearly believes the removal of hospitals, civic airfields, 
gas and electricity and perhaps road transport ings from 
the local government sphere to have been a grave mistake, which 
could have been and should still be avoided by structural reform, 
He castigates Mr Bevan for the evasiveness and duplicity of his 
attitude towards the problem. The reason for this attitude, no 
doubt, is that the subject.is thorny and politically unrewarding, 
Unless, however, some Government im the near future has the 
courage to implement, or preferably to improve on, the Boundary 
Commission’s recent report, local government will go into a 
decline which will seriously undermine the democratic founda- 
tions of society, 


Shorter Notice 


“A Short History of the British Police.” By Charles Reith, 
Oxford University Press. 117 pages. 3s. 6d. 


Tuts is an admirable small book. _ It tells the story of the British 
Police from earliest times to the present day, but concentrates most 
on the turbulent years between 1829 and 1833 when the police as 
we now know them were first established. The account is lucidly 
and interestingly told, and the success of the police system is con- 
vincingly set against the politics and sordid social history of the times 
in which they started their existence. Most readers will wish, how- 
ever, that even in so short a history a little more could have been 
said about the organisation of the police today, and that a chapter could 
have been devoted to a comparison of British methods with those over- 
seas. As it stands, however, the book is very much worth while, 
and is an impressive justification of an unarmed force supported and 
helped by a friendly public. 


THE WORLD OVERSEAS 





Brazil’s Five 


Year Plan—lI 


(From Our Correspondent in Latin America) 


* OD is a Brazilian,” says Brazil’s best-known proverb. And 
in the average Brazilian’s attitude to national problems there 
.is the same tolerant, wryly humorous philosophy that marks his 
faith in Providence and his distrust of planning. Scepticism of this 
sort underlies much of the criticism directed at Brazil’s Five Year 
Economic Plan, which now awaits attention by Congress. Yet 
it is perhaps a more careful attempt than any previously made to 
ste some key steadily and to see whole. itt 
it is unique in that jt has the support of a committee representing 
Brazil’s two largest parties. “This project, i i 


next January. ee : 
Health, food, transport and power, the initials supply the official 

title, are the Salte plan’s priorities. President Dutra has 

of the “ valorisation ” of labour as its eventual goal. Less compre- 

hensive and not very kindly remembered plans used foreign loans 
to “ valorise ” coffee, that is, make it worth more ; but it is a long 
step from the “ valorisation” of coffee to the “ valorisation” of 





would do much to put Brazil on its feet by easing its shortage 
of foreign exchange. Together, wheat and petroleum account for 
a quarter of all Brazil’s imports. 

The four sections of the plan are considered in a lengthy official 
report recently published. Its sober examination of public health 
reveals how big is the task of raising living standards. This 
section of the report might equally apply to almost any Latin- 
American country except Argentina and Uruguay. It is an index 
to the productive efficiency and man-power shortages of the better 
part of a continent. In north-eastern Brazil, one reads, infantile 
mortality is thirteen times higher than in New Zealand, and in 
Brazil’s chief cities the expectation of life of a man of 30 is six 
times less than in England. Some 8,000,000 Brazilians suffer 
from malaria, and another 8,000,000 from other pernicious diszases. 
Over 4,500,000 live in towns with no resident doctors, and in 4 
country of 45 million people there are 547 certified midwives. “If 
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of its requirements. That any wheat is grown at all, say the 
planners, is only “a miracle of tradition.” Yet, they claim, Brazil 
has 150 million acres fit for growing wheat. They calculate that 
if only a fortieth part of this were sown, annual marketable produc- 
tion, now 120,000 tons, might reached a million tons by 1953, 
and this has become the Salte plan’s wheat target. Land obviously 
exists in abundance, but unless a mechanical revolution takes 
place it is difficult to see how the target can be reached, for, as 
regards transport, tractors and silos, the planners are starting 
almost from scratch. Efforts to turn out tractors have made no 
headway in a country that still imports its hoes. 

The plan provides for the purchase abroad of 5,000 of 
the 20,000 sets Of farm machinery (each with its tractor) 
which are calculated to be the essential minimum ; these are to 
be resold to farmers on easy terms. Tractor stations are to be 
set up, and a beginning has already been made with seed farms 
and agricultural colonies. For the rest, the programme leans 
heavily on private capital, which is to be encouraged to help in 
mechanisation and to participate with the Government in “ mixed ” 
companies to build the all-important storage space (for which a 
target of a million tons is set). Private capital is already in the 
field, in the shape of Mr Nelson Rockefeller’s International Basic 
Economy Corporation, which has introduced hybrid maize and 
is building silos and bringing in land clearance machinery. 

All this is a modest though direct approach to agricultural 
expansion. It may be doubted whether it heralds a mechanical 
revolution, for which domestic industry is not yet’able to supply 
the tools. Most, if not all, of the raw materials of heavy industry 
are present, but the Volta Redonda steelworks—Latin America’s 
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most ambitious experiment in heavy industry—exemplifies the 
difficulties of bringing them together and processing them 
economically. Since it was completed in 1946 (at a cost of $100 
million, of which an American loan supplied $45 million) a more 
reliable index than most shows that the country’s heavy industrial 
output has moved from the 1946 average of 100 to 119 tor the 
first quarter of 1948. In spite of a heavy protective tariff, however, 
American competitors are reported to be underselling its products 
by as much as 30 per cent. 

Volta Redonda is an outstanding example of the distance which 
separates industrial centres from their raw materials. Translating 
Brazilian distances into European equivalents, if Volta Redonda 
(lying between Rio and Sao Paulo) were located in Cologne, its 
ore would come from Copenhagen and the small proportion of 
domestic coal it uses from Marseilles. To reach the mills of 
Sao Paulo, Amazonian jute would have to be shipped over a 
distance as long as from the North Cape to Paris. Indeed, this 
might be a cheaper journey. than it actually makes, for the Salte 
planners note that taxes and freight double its price by the time 
it reaches Santos, the Port of Sao Paulo. In this European 
comparison, Brazil’s unexploited petroleum would lie in northern 
Finland, Manaus (the Amazonian capital) would be somewhere 
north of Iceland, and Rio Grande do Sul, the country’s main 
larder, would be in Spain. 


as for agriculture, roads and railways are patently essential. It 


is no coincidence that every section of the Salze plan touches on 
transport problems. 


303 


Not all the tasks examined in the transport section of the report 
are so difficult as that of linking Manaus by road with other state 
capitals. This the planners reject as impossible, because of “ the 
insuperable barrier of the Amazon.” But a fully paved road has 
yet to be built between Rio and Sao Paulo, in the most densely 
populated part of the country. Roads, airways and radio, says 
the report, will meet the needs of isolated communities which 
would formerly have been linked by rail. Yet the needs of rail 
transport, to which the Salte plan allots two-thirds of its trans- 
port estimates, totalling 10,130 million cruzeiros (£132 million), 
are none the less pressing. The central task is to link the northern, 
central and southern railway systems. This, the planners estimate, 
involves laying 2,000 miles of track. In addition 6,000 miles of 
the existing 22,000 route miles are to be overhauled. 


(To be concluded) 


New Zealand and World A ffairs 


[BY A NEW ZEALAND CORRESPONDENT] 


NEw ZEALAND political leaders speak seldom on the grave inter- 
national issues of the day, but there will be need for the Prime 
Minister, Mr Fraser, to speak soon—not so much to the general 
public as to his owa Labour supporters in Parliament and to 
the union leaders—on a politically unpalatable subject. This is 
compulsory selective national service. Early in July, Mr Fraser 
said in Parliament that New Zealand must have national service 
“anyhow,” but he declined pressing Opposition invitations to 
define “anyhow.” Less than a fortnight later, however, the 
Minister of Defence, Mr Jones, revealed that the Government 
had in mind the military training of 8,000 youths of the 18-year 
old group for 14 weeks annually. And, personally, added Mr 
Jones—a genial man, not much given to risking a decline in his 
popularity—he favoured compulsion. 

Reaction to this “feeler” has been slower to develop than 
might be imagined, but it is already clear that any talk of con~- 
scription will be bitterly attacked in industrial Labour organisa- 
tions outside Parliament and by some of the Labour “ diehards ” 
within Parliament.’ Nevertheless, there is scarcely any doubt that 
in the end some form of compulsion will be adopted. Conscrip- 
tion is an issue which has never roused the same large-scale 
resentment in New Zealand as in Australia. 

Between the wars New Zealand allowed compulsory military 
training to languish; now the Dominion is faced with its re- 
imposition—with some changes but at a much greater cost. Only 
those will be trained as soldiers who are certain to be wanted as 
soldiers in the event of another war, but even so one estimate 
gives the cost of training a man for 14 weeks as about £160, 
or a total of £1,280,000 for the 8,000 trainees, a formidable 
bill for a country like New Zealand. But the very size of the 
bill may have one good effect at least—awakening New Zealanders 
to the gravity of the new threat to world peace. 

New Zealanders, speaking generally, are an insular people, 
mentally as well as geographically, and preoccupation with their 
own immediate problems (mainly relating to wages, the cost of 
living and safeguarding the five-day. week) has made many of 
them héedless of the significance to their country of the grave 
situation in Europe. That is not to say that New Zealanders in 
the mass are unaware of world events, for the typical New 
Zealand daily newspaper gives a page devoted to what is 
known here as “cable news,” with much background informa- 
tion as well on other pages from overseas correspondents. 
But a characteristic reaction is to shrug the shoulders with a 
mutteréd comment or two to the effect that “this is a bad busi- 
ness in Berlin” and, having skimmed the cable page headlines, 
to turn to the sporting pages. For Berlin is 12,000 miles away, 
and this is the height of the rugby football season in New 
Zealand, with competition just beginning to grow keen for places 
in the All Black team to tour South Africa next year. 


Is the New Zealand public altogether to blame for its com- 
placency ? It gets little leadership or instruction from the 
Government on such a question, for instance, as Western Union. 
There was an approving but not very informative reference to 
the subject in the Governor-General’s speech from the Throne 
at the opening of Parliament at the end of June. 


It is expected that there will be a debate on foreign affairs 
before the Prime Minister leaves for London in October, but, 
although the New Zealand Parliament has advanced somewhat 
since the pioneering era of the “road and ” member, 
not very many members are well briefed on international subjects 
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and Mr Fraser is unlikely to be over-burdened with specific 
advice. Yet the fact that there are some members with an 
instructed appreciation of international affairs is due to a step 
taken in September last year—the setting up of a select committee 
of nine members (five Government, four Opposition) “to consider 
such matters relating to external and commonwealth affairs which 
may be referred to it by the House or the Government.” This 
committee meets every Wednesday while the House is in session. 
Both the Prime Minister, Mr iglce: and the Leader of the 
Opposition, Mr Holland, are members and usually attend. But, 
as the committee’s proceedings are private, the public hears little 
about its work. 

New Zealand’s representatives overseas include High Com- 
missioners in the United Kingdom, Australia, and Canada and 
Ministers in the United States and Soviet Russia. It so happened 
that the two Ministers—Sir Carl Berendsen from Washington 
and Mr C. W. Boswell from Moscow—were on leave in New 
Zealand at the same time earlier this year and both appeared 
before the External Affairs Committee. The Russian Minister 
to New Zealand returned to Russia last year, and’ a Charge 
d’Affaires has since then controlled the Russian legation in 
Wellington. This would give New Zealand a valid excuse for 
withdrawing Mr Boswell from Moscow without closing the lega- 
tion, and while nothing has been saia officially on the subject, 
there is a strong suggestion in quarters usually well-informed 
that Mr Boswell may be moved to a more congenial post—say, 
to Paris, to emphasise New Zealand’s support of the Western 
Union principle. 


Free Trade in Hongkong 


[FROM OUR HONGKONG CORRESPONDENT] 


THE contrast between the prosperity of this Colony and the 
deplorable state of China’s economy has led to a series of attacks 
from Shanghai blaming China’s plight on the administration here. 
A recent article in the American owned China Economist drew 
fom the Hongkong authorities a spirited reply showing that 
nothing had been left undone here to implement the Sino-British 
Agreement in regard to smuggling. Hongkong has gone to con- 
siderable expense in e ing its preventive service by some 
30 per cent and has permitted officials of the Chinese Maritime 
Customs to carry out searches within the waters of the Colony. 
One British shipping company maintains special guards in ils 
ships to forestall any attempt to load or discharge unmanifested 
cargo. Apart from shipping, Chinese Customs Examination 
Officers check all railway freight leaving for China from _ the 
terminus at Kowloon and also operate at the air port. It is 
hardly fair, therefore, to accuse Hongkong of non-co-operation. 

It is, of course, well known that a great proportion of the 
unrecorded imports into China are brought in by Chinese military 
and naval personnel who are a law unto themselves. Semi-official 
trading concerns are also responsible for the import and export 
of a considerable volume of merchandise which is exempt from 
Customs duties. More recently there have been attacks on 
isolated customs stations by armed bands; one such incident 
recently occurred which led to a customs station, a few miles 
from the British border, being burned down, the surviving officials 
having to flee for their lives by sea. Until this station is restored 
there is bound to be a flow of smuggled goods into the surrounding 
district and it is already reported that a Communist band in the 
neighbourhood is levying duties on all such goods. 

It is perhaps of some significance that a non-British ocean going 
steamer of about 10,000 tons recently made the round trip to 
Macao, a Portuguese Colony with no facilities for any ships other 
than small coasters and river steamboats. Ostensibly the trip 
was experimental but it has since been learned that 860 tons of 
Wood Oil were loaded on the vessel from lighters. The Wood 
Oil was of Chinese origin and would have been loaded in Hong- 
kong if the present Hongkong export regulations did not require 
a certificate from the Chinese Authorities that the relative exchange 
had been surrendered to them. 

As Sir Stafford Cripps announced in the House of Commons, 
there has been a general tightening up of exchange control in 
Hongkong, and it is now becoming evident that the entrepét trade 
of the Colony is going to suffer. This will mean a shrinkage in the 
volume of merchandise i i 
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advantages. There had undoubtedly been a certain amount of 
leakage, but in the course of the past year the authorities had 
already closed most of the leaks, and those still remaining could 
have been dealt with under the existing regulations. The forcible 
closure is bound to cause serious dislocation. 


Policeman of the Sterling Area 


It does not seem to be appreciated in England that Hongkong 
acts as a warehouse for other territories to a far greater extent 
than it does for China. In the early ’twenties as much as 70 per 
cent of Hongkong’s entrepét trade was with China, but since then 
the trade with the territories of South East Asia has developed 
enormously. By 1938 the trade with China had shrunk to 40 per 
cent, while today it is estimated at from 1§ to 20 per cent. The 
Chinese are the traders, par excellence, of South-East Asian 
countries, and as they are mainly Cantonese they have close 
affiliations with Chinese business concerns in Hongkong. There 
is, in consequence, a considerable exchange of goods between 
Hongkong and such centres as Bangkok, Saigon, Singapore, 
Batavia, and more recently Manila. Much of the trade is on a 
barter basis involving mere book entries, but, of course, exchange 
transactions enter into the financing of the greater portion. What 
has happened hitherto is that Hongkong, in the words of one of 
our Officials, “has played the part of the last policeman on the 
perimeter of the Sterling Area who has not only prevented coms 
modities leaving the Sterling Area via Hongkong for dollar 
countries, but has also prevented them going to gold dollar areas 
via Hongkong after leaking from the Sterling.Area.into other Far 
Eastern countries.” But no Chinese in Saigon is-going to ship 
rubber to Hongkong for transshipment to the United States if he 
is Only to get sterling from a French bank, as he will under the 
new regulations. He argues that his produce is worth considerably 
more than the equivalent of sterling at the official raté of $4.02. 
If he cannot get his usual profit he will ship on a through bill 
of lading and Hongkong will lose the profit it has formerly 
derived from the storage, handling charges, banking commission 
and insurance premium on such shipments. Furthermore, the 
Hongkong authorities have so far controlled goods passing through 
the Colony on through bills of lading, but under the new regula- 
tions it will be well-nigh impossible to apply such controls. 


Onerous Terms for Merchants 


The comparative freedom enjoyed by Hongkong traders has 
done much to encourage exports to hard currency areas in Europe. 
For instance, exports of Chinese produce to Belgium have realised 
francs, which in turn, have been used to finance the import 
of building material and piece goods. This trade will now be 
brought to an end, for, although the Hongkong importer can 
purchase United States dollars in the open market here to pay 
for his Belgian goods, he will be buying on the most onerous 
terms and will have no set off in the shape of cheap francs 
paid for by his exports. 

There is no doubt that the fortified system of control will lead 
to the Chinese trader searching for new methods of circumvention. 
The Portuguese colony of Macao is obviously one alternative 10 
Hongkong although it involves many inconveniences. But cir- 
cumvention leads to many undesirable subterfuges and the 
Chinese trader would far sooner follow the procedure which 
during the past two years has worked well in practice. The Euro- 
pean merchant will probably abide by the law, however irksome 
it may be, but he will still marvel at the obtuseness of the 
authorities at home. They, of course, make great play of unre- 
quited exports, but they lose sight of the fact that the apparent 
loss between the official and the open market cross rates is 
compensated for by freights carried by British steamers, premiums 
paid to British insurance companies, profit on exchange ac ~uing 
to British banks and the hundred and one charges which accumu- 
late through goods being handled in a British Colony. 

Before the war Hongkong was outside the sterling area. If 
this Colony exasperates the other members of that group there 
will probably be no great distress if it is once again placed 
beyond the pale. In any case it has been able to hold its own as a 
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AMERICAN SURVEY - 





Remobilisation in Peace 


(From Our US 


T HE moment at which a government begins to modify its 

structure and change the direction of its policy is seldom 
ccar until that time is long gone by. A year has passed since 
the National Security Act was signed by Mr Truman, and the 
press sull talks of it as the Bill that “ unified” the Army and 
Navy. The fact that it was the National Security Council 
rather than a special session of the Cabinet to which General 
Clay reported in July aroused little discussion. Yet as the 
Act takes its slow way into operation it becomes increasingly 
clear that in the first place it did not unify the Services and 
was not meant to ; that in the second place, what it did accom- 
plish may mark a milestone as outstanding in America’s 
development as, say, Washington’s farewell address, which fed 
isolationist sentiment for a century and a half. The most 
important effect of the Act was to set up what amounts to a 
new Cabinet, prepared to devote its entire attention to the 
material needs and political implications at home and abroad 
of an armed foreign policy. 

The operation of the new military estate thus set up within 
the body politic must be sketched in order to show its power. 
Its prime functions are two:—to take all necessary steps to 
defend the country, and to keep all other Government Depart- 
ments informed of its fears, plans, needs and precautions. The 
capstone of the structure is the:new National Security Council 
on which sit the President, the Secretaries of State, of Defence, 
of the Army, of the Navy, and of the Air Force, the chairman 
of the National Security Resources Board (whose job it is to 
gear the economy into war needs), and others chosen from a 
selected list by the President. The specified duties of this 
Council are to “ assess and appraise the objectives, commitments 
and risks of the United States in relation to our actual and 
potential a power,” and to consider appropriate policies. 
By making its first public appearance to hear General Clay’s 
report on the objectives, commitments and risks of the policy 
he was carrying out in Germany, the Council underlined the 
new co-ordination between foreign and military policy which 
it was created to promote. 

Thus the National Security Council is a policy board on the 
very highest level, in which the disputes between the State 
Department and the Army which have troubled Washington 
for at least three years can presumably be thrashed out. A 
set of eyes and ears for it abroad are provided by the Central 
Intelligence Agency, described in The Economist. The 
practical aspects of the Council’s deliberations, in terms 
of guns needed to back up the risks accepted, are the business 
of the National Security Resources Board, which occupies the 


' thorny seat of arbiter between civilian and military demands. 


The members of this new Board for mobilising industry, in 
addition to the full-time i , are the Secretaries of State, 
of the Treasury, of Defense, of the Interior, of Agriculture, of 
Commerce and of Labor, thus giving the rest of the regular 
Cabinet (with the exception of the Postmaster General and the 
Attorney General) their place in the defence structure at the 
economic level, lis start was slow. Its chairman was appointed 
in August, 1947, but the Board did not hold its first meeting 
until November, its organisation chart was not published until 
March, and its staff list is not yet complete. The caution with 
which it is feeling its. way is, per an indication of the 
degree to which industry has, in the three years since VJ Day: 


resumed its individualistic and civilian ways. The Board’s 


first recommendation concerned the stock-piling of natural 
rubber ; almost immediately it began enlisting the co-operation 
of business men and industrialists in the formation of its pro- 
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gramme. It has undertaken three studies so far—one on the 
capacity and requirements of electric power systems, one on the 
production of heavy power equipment, one On power problems 
as related to aluminium production. 

Under the Act, military operations and their supply are in 
the hands of the new National Military Establishment. Headed 
by the Secretary of Defense, containing the three Armed 
Services each with its civilian Secretary, this includes the Joint 
Chiefs of Staff, a Munitions Board and a Research and Develop- 
ment Board. The latter, operating im a guarded preserve within 
the Pentagon, the National Defense Building, is the direct 
successor to the Office of Scientific Research and Development 
which played so important a part during the war. 

As for the Munitions Board, it gets the Army, Navy and 
Air Force the supplies they need, but only after the NSRB has 
surveyed the nation’s economy and set aside as untouchable 
that portion which must supply civilians if they are to live and 
work—for themselves or for the military. In theory, the 
NSRB carves up the economic pie between civilian and military, 
the Munitions Board divides the portion of the military 
between the three Services. The civilian has no such guardian. 


* 


How badly he may need one is indicated by the difference 
in approach of the NSRB and the Munitions Board. If the 
former seems to be starting far behind the goal line in its con- 
versations with industrialists, the latter is already moving into 
procurement planning. It has inherited both the problems and 
the experience of the Army-Navy Munitions Board, which 
was dispersed after the war and reconstituted in 1946. At 
once it went to work to salvage certain war plants on the verge 
of being “ cannibalised,” and to enlist, for voluntary return 
on a “when needed” basis, others which had been sold to 
private industry. In March the Board announced that con- 
versations were starting with industry on the ability of 11,000 
plants to supply the possible needs of the Army, Navy and 
Air Force. On the first of June it issued a “ Guide for Joint 
Industry-Military Procurement Planning” in which it under- 
took to advise industries how to prepare their plants for 
mobilisation if and when war should come. Meanwhile it has 
been moving more cautiously in its duties as co-ordinator of 
requirements and procurement for the three Services, whose 
differences are such a by-word that even pill bottles for the 
Army are said to be of a different size, shape and colour from 
those admitted into Navy medicine chests. 

More than a year has passed since the National Security Act 
was signed. The new edifice is en peacetime com- 
pletion, but it is still untried. How it would work if con- 
fronted with the sudden test of war no one knows, nor will 
guess. It was conceived in an attempt to forestall the waste 
and confusion which accompanied the improvisations of 1942, 
and planned against the background of that experience. The 
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operations of the British Committee of Imperial Defence were 
studied at the same time, and certain similarities are observable. 

The powers and obligations of the new military estate go 
far. They are supposed to stop short of making America into 
an industrial Sparta by virtue of the fact that in the last 
analysis policy is under civilian control. Actually, the path 
between lounge suit and uniform has been proven too short 
and easy to be a trustworthy barrier. If, as West Point and 
Annapolis still argue, the Army and the Navy were during the 
war inflated by civilians to the detriment of the Services, it 
is also arguable that many of those same civilians were inflated 
by Army or Navy rank and prerogatives until they now carry 
several times their former sense of personal destiny. It is not 
without reason that the Act specifies that any Secretary of 
Defence shall have been out of the Armed Services for at least 
ten years, nor that the NSRB has moved from the Pentagon to 
the old State Department building near the White House. 

The serious question which a few Americans are asking is 
what will be the effect of this co-ordinated military structure 
on the nation’s political and economic future. Will it be bene- 
ficent or malign, the neat servant of a civilian foreign policy 
(no waste, no overlapping, no lost motion) or the creator of a 
military foreign policy to which civilian production and civilian 
life, not to mention the pursuit of happiness, are alike sacri- 
ficed ? Will it prove so much more competent than the sprawl- 
ing Government of which it forms a part that the new tail will 
wag the old dog ? Or is this merely the forerunner and model 
for such reorganisation in other Government departments as the 
Hoover Commission is said to be preparing for the considera- 
tion of the new Republican Congress ? 

So far, the signs are contradictory. In the German theatre 
General Lucius Clay is both head of the Military Government 
and Commander-in-Chief of the European Command. The 
raan who advises him on political matters, Mr Robert Murphy, 
acts in the name of the State Department. In June a civilian 
Under Secretary of the Army flew over to take a look at the 
Berlin air-lift. He happened to be still called General Draper, 
and to have been for years an officer on General Clay’s staff. 
On the other hand there is the affair of the National Guard 
which the Armed Services wanted transferred from State to 
Federal control. In that dispute Mr Forrestal stood firm and 
the civilians won. The issue will not be resolved quickly, but 
the question mark remains. If, as experience seems to indi- 
cate, political and economic, as well as military, victories go 
to him who “ gets there fustest with the mostest ” pressures, it 
should be recognised that the pressures which the military can 
bring to bear under this new system are heavy. 


American Notes 


Locking the Barn Door 


The pursuit of the red hare started at the special session 
shows no sign of flagging. The headlines this week on the inter- 
national tug-of-war over the Samarins and Mrs Kosenkina, now 
under subpoena to appear before the Committee on Un-American 
Activities, have tended to obscure the categorical denials by Mr 
Alger Hiss, Mr Harry White (who died shortly after giving 
evidence) and Mr Lauchlin Currie of Miss Bentley’s charges that 
they were part of an elaborate Russian spy-ring. Unlike earlier 
witnesses, who took refuge in the Fifth Amendment and refused 
to answer questions on the grounds that they might incriminate 
themselves, these well-known figures presented the Committee 
with the problem of determining the perjurer ; and the Committee, 
baffled, has ordered a three-week recess. The hearings will be 
resumed, however, on September 7th, just as President Truman 
launches his campaign in Detroit. 

The chief weakness of the case being built up against the 
Administration is that the charges, even if fully substantiated, 
relate chiefly to the years before the war or during the war when 
Russia was an ally, and that, with one exception, they are laid 
against men who have long left the Government. It is the Roose- 
velt, rather than the Truman, Administration which is on trial 
Se ee ae. ea en eae eee 
that, despite ruman’s loyalty programme, suspicious charac- 
ters are still retained in important posts, and other Congressmen 


have professed themselves dissatisfied with the small crop of dis- 
missals and resignations reported by the Loyalty Review Board. 
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The report that for more than a year the Administration has 
been considering means of tightening the Espionage Act of 1917 
suggests, nevertheless, that, despite his confident charges of “ red 
herring,” Mr; Truman is alarmed both about the looseness of 
security provisions and the use the Republicans may make of the 
spy-scare in the coming campaign. Mr Brownell, the Republican 
campaign manager, believes that the American people are more 
intensely interested in the revelations of Communist infiltration 
than even in the high cost of living, and “ shocked ” by the refusal 
of the Administration to open confidential files to Congressional 
investigators. phi 

Congress will not be easily persuaded into abandoning an issue 
which holds the promise of turning the tables on Mr Truman, 
particularly as the most recent Gallup poll shows that the 
Republicans are running neck and neck with the Democrats in 
the Congressional races. Governor Dewey, however, is under no 
such pressure ; the polls show that after the conventions he was 
leading Mr Truman by 48 per cent to 37 per cent. Governor 
Warren insists that the chief issues are still high prices and “ peace 
with honour.” The Republican candidates may not be averse to 
having the case made overwhelming for a Republican house- 
cleaning in Washington. But Mr Dewey’s earlier stand against 
outlawing the Communist party shows that he appreciates how 
dangerous it may be blindly to follow the Committee on Un- 
American Activities, particularly if, having once tasted blood, 
the Committee is tempted, as is now reported, to extend its hunt 
to the universities and the press. 


* * * 


The Budget and the Boom 


The customary mid-summer revision of Budget estimates has 
brought another round in the perennial dispute between President 
and Congress on the accuracy of Treasury forecasts. For the 
year to June 30, 1949, the revenue estimate has been reduced from 
$44.5 billion to $40.7 billion, and the expenditure level raised from 
$39.7 billion to $42.2 billion, leaving a deficit of $1.5 billion to be 
met by a “ paper surplus” of $3 billion arising from the decision 
by Congress to deduct ERP expenditures of that amount, and to 
make them nominally chargeable, against the $8.4 billion surplus 
shown for 1947-48. 

On the present level of employment and incomes there is 
justification for the complaint by the Congressional majority that 
Treasury estimates are too conservative. But Mr Truman, too, 
stands on solid ground in this respect. The tax reliefs voted this 
year will reduce revenues by about $5 billion—just at a time when 
fiscal policy might make an important contribution to stability. 
Of more immediate importance than the outlook over the whole 
of 1948-49 is the fact that, in the next six months, the Federal 
Government and State and local authorities will probably do no 
more than balance their accounts, on a strictly cash basis, 
whereas in the first half—or, more accurately, the first quarter— 
they were together taking as much as $7 billion from the stream of 
private incomes. 

So far as controls against inflation are concerned, the special 
session of Congress made no major contribution to stability. 
Republican critics were sometimes loud in their assertion that 
the Government already possessed adequate powers with which 
to break the wage-price spiral. But they shied away from any 
precise steps which would mark their own determination to 
abandon the cheap money policy and they denied the Federal 
Reserve Board powers which would raise bank reserve require- 
ments by $10 billion or more, and which could certainly work as 
a powerful deterrent to the expansion of bank credit. 

Instead, they granted new reserve requirements totalling about 
$3.5 billion for member banks of the Reserve system only. This 
is a full addition to reserve requirements since the $700 million 
above the present legal requirements at which the member banks’ 
reserves now stand is probably a working minimum. But its 
importance is minimised by constant additions to the gold inflow, 
and by the continuing cheap money policy which ensures that 
commercial banks may always replenish their reserves by sales of 
Treasury Bonds at “ guaranteed” price levels. 

The most that Mr Truman can be said to have gained from the 
special session is that Mr John Snyder, Secretary of the Treasury, 
has been persuaded to abandon an almost provocatively infla- 
tionary policy, and to harden the rate on short-term 


. Securities from 14 to 14 per cent, with the rediscount rate up from 


1; t0 1} per cent. It may be worth while for Mr Truman to hold 
a special session in order to to his Treasury advisers 
that other departments can sometimes offer better advice, But 
the delicate curbs on inflation so far announced will have no 
perceptible effect, unless the postwar boom is very near its end. 
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The fable of the sage 
and his critics 





A certain Philosopher, who had 
fallen upon troublesome times, 
was taken to task by some of 
those around him. ‘ Most 
Ancient,’ they said, ‘ your consti- 
tution isenfeebled. You have surely had your day. 
How much longer do you propose to live, O 
Obstinate ? ” 

‘Your grandfathers,” replied the Sage, ‘often 
used to ask me the same thing. And in course of 
time I have no doubt I shall discuss the matter 
with your grandchildren.’ 


















Things go hard for Britain now, as for many other 
countries. But Britain has a stubborn vitality, a 
quality as difficult to define as it is to destroy. If we 
ere true to our character, we shall find that we are young 
enough and strong enough to outlast this emergency, and 
many another yet unknown. That is the belief behind 
all TI’s plans for the future. ® 


TUBE INVESTMENTS LTD + THE ADELPHI ° LONDON, W.C2 


Food for tomorrow’s 


hungrier millions 


To avert mass starvation and world strife, more food 
must be produced. Man in his ignorance, however, 
has raped vast areas of the good earth, Soil erosion, 
like a cancerous growth, has doomed miles of the 
land to sterility. 

While some men work desperately to renew the 
depleted land, millions more must husband its good- 
ness where it still cemains. The “‘ Ferguson System” 
of complete farm. mechanisation can make a major 
contribution to this world-wide effort. 

It co-ordinates the action of “Ferguson” tractor- 
implement units. It gives more traction without the 
built-in weight that packs the soil. It gives finger-tip 
and automatic hydraulic depth control of implements : 
carried by the tractor. Its versatility and manoeuver- 
ability enable the world’s farmers to produce miore 
food at less cost from every available acre. 

* Every week, for Harry Ferguson Ltd., more than 
1,000 “Ferguson” tractors ate manufactured by 
The Standard Motor Co, Ltd., and more than 
5,000 “Ferguson” implements by foremost. British 


manufacturers. 


< Inserted in the public interest by 
Harry Ferguson Ltd., Coventry 
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Oil and Water 


Oil tanks in America are full and promise to remain so, 
whether they are in cars over the Labour Day holiday or in oil- 
heated homes during the coming winter. At last the petroleum 
situation is no longer critical, and this week’s announcement of 
the voluntary scheme for the equitable distribution of oil..in the 
event of shortages seems an anti-climax. It was prepared by the 
industry months ago, under the legislation passed by Congress 
last year, but has been held up by the Anti-Trust Division of 
the Department of Justice, traditionally suspicious where oil is 
concerned. Consumption of petroleum is still increasing, and the 
improved position is due to better transportation and to the 
efforts of producers and refiners, whose output is now regularly 
over §} million barrels a day, 10 per cent higher than a year ago. 
They are confident they can go on meeting the continued increase 
in demand which is expected, provided their calculations are not 
upset by any sudden expansion in military needs. But already 
the Berlin air-lift has required additional supplies of aviation 
spirit, and sooner or later it is believed that the Services will 
begin to build ‘up reserves of oil. 

This year, for the first time in twenty-five years, the United 
States will be a net importer of oil and next winter consumers in 
the Middle West will be using oil from the Middle East. Now 
that Mr Ickes is in retirement, not so much is heard of the 
approaching exhaustion of domestic reserves, but it remains true 
that the United States is becoming increasingly dependent on 
outside resources. The relationship between underwater oil and 
the national defence is not so direct as was imagined by the 
visitor to California who thought that the oil derricks in the sea 
off Long Beach were there for the convenience of the warships 
moored nearby at San Pedro, but nevertheless the chief hope 
of finding new reserves of oil lies in the ocean. Self-sufficiency 
for the United States would once more be in sight if the 
oilfields under the Gulf of Mexico are proved to be as rich as 
these on its shores. The modern “ wildcatter” is to be found 
anywhere between ten and fifty miles out to sea, perched on a 
double-decker hurricane-proof raft, topped by drilling equipment. 

The right of the United States to oil so far from its shores 
does not seem to have been disputed internationally, and within 
the United States no decision has yet been reached on the question 
of whether the oil inside the three-mile limit belongs to the 
Federal or State Governments. It led to a bitter struggle between 
the last Congress, inspired by the ideal of States’ rights and urged 
on by the oil companies, and the President, safeguarding his 
constitutional responsibility for the defence of the United States. 
The battle was not over when Congress adjourned and it may 
well be renewed between the new Congress and the new President. 
Mr Dewey may find that one of the most embarrassing planks 
in the Republican platform is the pledge to give control of tide- 
lands oil to the States, 


* * * 


Behind the Gold Curtain 


All is not well behind the great gold curtain of the Metro- 
politan Opera House in New York. The Opera Association, a 
non-profit-making organisation, has cancelled the 1948-49 season 
because the directors will not agree to the wage increases demanded 
by two (the musicians and the wardrobe attendants) of the twelve 
unions concerned with the production of grand opera. Last year 
the opera, in spite of filling most of its 3,400 seats at every 
performance, lost over £50,000 because of its enormous operating 
costs. The board feels that this deficit must not be perpetuated 
and that to raise the price of the tickets (stalls cost 38 shillings) 
as a means of breaking even would result in reduced attendance. 
In their announcement the directors express the hope that next 
year ways will be found to resume the art on a basis which is 
“economically possible.” 

Two strangely contrasting proposals have been made in an 
attempt to solve the problem. Mr Billy Rose, the well-known 
night club owner, has offered to guarantee the deficit provided he 
is allowed a free hand to do “a bit of streamlining” and Mr 
Lauritz Melchior, the famous tenor, has said that he would 
organise his own opera company... It is unlikely that either of these 
schemes will materialise, but it is hoped that further negotiations 


t will be found who will 
provide the necessary funds for at a curtailed season. How- 
ever, it seems probable that a long term reorganisation is due and 
that ‘new arrangements for financing and running the opera will 
have to be discovered which are ‘modern labour 
conditions and sympathetic to the interest of the musical public. 

The decision of the directors (if it stands) will shock and 
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disappoint not only New ‘Yorkers but also the large Saturday 
vedio sudiegss. was teas Senaeg. years has heard a com- 
plete opera on winter afternoons. “These broadcasts have done 
much to stimulz ae ot incest, ip mus | Music — under the 
capable the Metropolitan 
has lost some of its sein ics separate etal cay a social function, 
However, the opening night continued to be the Ascot of New 
York society and the opera box was a stepping stone to position 
or notoriety for an ambitious outsider. 

The Metropolitan ( has frequently been the guest of San 
Francisco, and the Coast today, in its own opinion at 
least, rivals the haem as a centre of eens = culture. 
Large civic buildings provide space for audiences sufficient 
sine he make and there is local enthusiasm to 
overcome the Perhaps opera can still find a new 
frontier in the West. 





* * * 


Overflowing Breadbasket 


Ideal growing weather this summer and relatively high prices 
at sowing time are now certain to have filled the American bread- 
basket to overflowing. The estimates of the Department of 
A griculture for August rst put the maize crop this year at 3.5 
billion bushels (which is a record) and the wheat harvest, already 
half gathered in, at 1.3 billion bushels, only fractionally below 
last year’s peak crop. Overall food production will be 6 per 
cent above all previous 

The emergency on the farm is one of storage ; many farmers 
will not be able to qualify for government price support loans 
because they do not possess sufficient sealed bins and commercial 
warehouses are full. Consequently, wheat is already selling below 
the guaranteed price level, and being bought, to the indignation 
of many farmers, by the very government charged, under the 
farm parity programme, with keeping prices up. Under the 
Economic Co-operation Act, however, the Commodity Credit 
Corporation has no choice; it is obliged to buy for export at 
or bis the market price. For bulk commodities this obligation 

now to be assumed by foreign governments, a ruling which is 
fom as Clearing the way for the return of the grain trade to 
private hands by October Ist. 

It begins to appear that Congress twice missed the bus. By 
postponing downward readjustments in the price support pro- 
gramme until 1950, it may have saddled the government with 
expensive surpluses of grain and cotton to add to those of the 
incorrigible potato, which during the past five years have had 
to be bought and either destroyed or otherwise disposed of at 
the taxpayers’ expense. 

The International Wheat Agreement, which would have assured 
a five-year export market of 185 million bushels a year, was passed 
by the Foreign Relations Committee by 13 to o during the special 
session, but decision by the full Senate was postponed until 
next year. Senator Vandenberg explained that this action would 
demonstrate approval in principle, but he argued that the with- 
drawal of five of the original signatories made it impossible, as 
well as unnecessary, to apply the agreement to this year’s wheat 
crop, and that more time was needed to consider the new type 
of export subsidy, amounting to between $50 and $100 million, 
which would be involved if the United States were forced to 
make up the difference between export prices and a higher price 
guaranteed to the American farmer. 

The disposition of prospective surpluses has set off a sharp 
debate. Dr Fitzgerald, the director of ECA’s food division, has 
announced that the bumper harvest will make possible “ appre- 
ciably larger” exports of wheat and coarse grains to ECA coun- 
tries than last autumn’s estimate of 350 million bushels of grain, 
including 300 million bushels of wheat. The Department of 
Agriculture has already raised possible export goals of wheat and 
flour to all countries from 375 to 450  aailtiie bushels, and an 
extra “emergency” allocation of wheat will be shipped next 
month to the occupied zones of pate ap Japan and Korea. 
Mr Sawyer, the Secretary of Commerce and a member of the 
President’s Sub-committee on Food, has deamia the desirability 
of higher exports, in the interest of the housewife’s budget 
(though government supports severely limit. any fall in prices). 
Other critics have insisted that ECA would merely be bailing out 
the farmers and the Department of Agriculture, to the detriment 
of the recovery aspects of the Marshall Plan, now just getting 
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Sterling Releases 


ARLIAMENT; just before the recess, reverberated with the 

echoes of well-worn platitudes, recriminations and justi- 
fications about unrequited exports, sterling releases, hard 
currency allocations and the familiar array of kindred subjects. 
This concluding phase of the debate on the adjournment 
shed little new light on this vexed= but nebulous topic— 
necessarily nebulous, because from their very nature the 
operations involved defy absolute precision, but nevertheless 
unnecessarily clouded by avoidable reticence and obscurantism 
on the part of Government spokesmen. 

The question at issue is whether the accumulated sterling 
balances held here on overseas account are being released too 
fast. The critics of the Government argue that nothing has 
been done to implement the undertaking shouldered by the 
British Government under the Anglo-American Financial 
agreement Of 1945 to secure a writing down of these accumu- 
lated sterling balances. But these same critics are also the 
first to deny any intention of unilateral default. The Govern- 
ment’s defence is that, since there can be no question of default, 
any arrangements reached with Britain’s creditors must be the 
outcome of free negotiation and compromise ; that none of 
the creditors has for a moment countenanced the possibility of 
voluntary cancellation (though Australia and New Zealand have 
made generous gifts) and that consequently the best the 
Government can do is, in the words of the Economic Secretary 
to the Treasury, “to make sensible, practical arrangements 
covering an interim period to enable trade and economic life 
to go on.” 

What is “sensible ” and “ practical” and what falls within 
Britain’s capacity to repay are all concepts in the judgment of 
which no hard and fast criteria can be applied. They depend 
on the circumstances of each case. These differ enormously. 
There might have been a possibility immediately after the end 
of the war of making some overall settlement of these balances, 
drawing a line through each account, making all prior accumu- 
lations available only by ad hoc arrangements, and leaving later 
accumulations free. But the time has long passed—if it ever 
existed—when so simple and drastic a solution of the problem 
of the sterling balances was within the realm of practical politics. 
Now all that can be done is to make the best possible bargain 
with each creditor and to limit the arrangements to a compara- 
tively short period, seeking to keep the total releases from these 
accumulated balances, and the corresponding unrequited 
exports, within what was described in the last “Economic 
Survey” as “an amount commensurate with the present 
resources of the United Kingdom.” 

No attempt has yet been made by a Government spokesman 
to define what this amount should be. It may be useful, there- 
fore, to present in tabular form the available information about 
the releases which have been agreed with the more important 
of Britain’s sterling creditors since the end of the war. {[n 
the accompanying table these releases are compared with the 
balances held by each creditor at the end of the war, thus 
Providing a measure of the rate athe sie the 
picture, corresponding data are’ 0 currency 
allocations agreed ‘with such of these countries’ as have had 
their access to’ the’'sterling area dollar pool limited in this 


In interpreting this information some reservations have to 
be made. The most important is that sterling released from 
accumulated balances or—to use the technical terms in which 
these operations are now couched—* transferred from No. 2 to 
No. 1 accounts,” is not necessarily ‘sterling spent and is not, 
therefore, tantamount to unrequited exports. It must further 
be realised that a substantial part of the releases was to provide 
the countries in question with working balances. The sums 
so transferred are not intended to be spent and have, in fact, 
not been encroached on to any appreciable: extent. These 
working balances may be run down over certain periods of the 
year, but it is the intention that they shall be rebuilt from 
current receipts at other periods. To that extent, therefore, 
the “ releases ” agreed upon and included in the accompanying 
tabulation overstate the effective amounts made available for 
unrequited exports. 

A true measure of the releases is the net movement in the 
total of the sterling balances concerned. On this, some informa- 
tion for the years 1946 and 1947 was contained in the 
“Economic Survey,” and some of the figures given there were 
brought up to date for the period to April 1948 by Mr Jay, 
the Economic Secretary to the Treasury, in the debate on the 
adjournment. In 1946 the balances of sterling area countries 
fell by £36 million but this movement was accompanied by an 
increase of £76 million in the sterling balances held by 
countries outside the sterling area. In 1947 the sterling: area’s 
balances were run down by £165 million while those of non- 
sterling area countries rose again—this time by {£23 million. 
Taking these two years, therefore, the sterling area’s balances 


STERLING RELEASES 























(£ Millions) _ 
Sterling , ard . | Hard | Sterling 
covery | Baaness | Stne | camency | Set | carey |. ease 
at June 30, 1945-7 Allocations; 1948-9 jocatio 
1945 1945-7. | 1948-9 | onwards 
Argentina......... 86-0 10-0 20-0 i 5-0 
Bie 662. 3G 37-0 1-5 3 13a ay 1-5 
2 RR RRG 68-0 i sg 7-5b £ Ate 
Mies iv is4 <.hreet 178-0 Sd 14-0 Sy ii de 
Egyp are 402-0 80-2 31Te 32-0 6-3 es 
fala. S. so :e.. 65-0f ase 21-0¢ 25-0 80-0 
Pakisten........ 1,138°0 “& a 26-0 5-0 a 
WN P2005 css 70-0 13-34 1-5 6-0 5-3e 15-0 
Palestine ..... 0.4. 116-0 ss es 14-04 ; ki 
2,095-0 170-0 §3+2 133-8 41-6 101-5 


(a) £4 million cannot be apportioned to any one year but may be drawn before Dec. 31, 
1949. (b). Additional £1 million may be drawn if wheat prices rise. (c) Excluding unspecified 
sums for special purposes, ¢.g. purchases of wheat. (d) Some further amounts not specified, 
(e) In part available 1947. (f) Approximately £63 million carried forward to 1948. {(@ Ip 
addition hard currencies earned made available against sterling. (4) Further releases made 
on application. 





were reduced by {£201 million while those of non-sterling 
countries rose by £99 million, so that there was.a net fall of 
£102 million—or {£105 million, according to later and» pre- 
sumably revised figures given in ‘the House of Commons on 
July 30th: It was then stated by the Economic Secretary that, 
in the period from January 1946 to April 1948, the net draft 
on sterling balances, including countries both inside and outside 
the sterling area, worked out at only £83 miliion, so that there 
was actually an increase of £22 million in the total balances 
during the latest four months. Calculated as a percentage of 
total UK exports over the two and a third years in question, 
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the £83 million is equivalent to between 2 and 3 per cent. 
Mr Jay appears to regard this figure with complete equanimity, 
implying that its size is an effective refutation of the charge 
that Britain has allowed unrequited exports to run at a rate 
more ‘than that commensurate with its resources. 

Net figures, however, should be treated with circumspection. 
They are influenced by recent accumulations of sterling on the 
part of certain European countries. These new accumulations 
of course represent freely available sterling .which cannot, 
therefore, legitimately be offset against the release and 
running down of immobilised “old” balances held by other 
countries. 

The running down of balances by sterling area countries, 
namely {£201 million over the two years 1946/7, provides a 
truer measure of the extent to which Britain allowed wartime 
accumulations of sterling to be drawn upon by the countries 
concerned in order to pay for current imports from the sterling 
area and for allocation to them of hard currencies from the 
sterling area pool. There can be no denying that this drain, 
averaging over {100 million a year, was well in excess of the 
sums that were in contemplation when the problem of Britain’s 
external liabilities was being discussed immediately after the 
end of the war. 

It will be recalled that in the Anglo-American financial agree- 
ment of 1945 some indication of the extent of prospective 
releases was allowed to crystallise in the clause dealing with the 
waiver of interest payments on the $3,750 million US line 
of credit. It was specified that in calculating the balance of 
current payments of the United Kingdom for purposes of the 
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ver, releases from sterling balances accumulated by overseas 
countries before the effective date of that agreement would be 
allowed to rank as current transactions only up to an amount 
of £433 million. Any release beyond this figure was to be 
regarded as a capital transaction and would, therefore, be 
excluded from the calculations of the net income from invisible 
current operations for that year. This figure was not picked 
out of a hat. . It must have represented a reasonable estimate 
by British and American experts of the scale on which the 
repayment of these accumulated balances, which then amounted 
to just over £3,000 million, could be attempted. In fact the 
releases to sterling area countries ene bere eee ee 
just about twice that level. 

One further throwback to the Anghohetacialin financial 
agreement must be made in this context of released sterli 
balances. It is provided in that agreement that the waiver ot 
interest on the US line of credit will not be requested by the 
United Kingdom unless the aggregate of any releases and pay- 
ments on sterling balances is reduced proportionately. This 
intrusion of the Anglo-American financial agreement into the 
arrangements that may be made with sterling creditors of the 
United Kingdom will not, of course, take definite shape until 
the end of 1951, when the first instalment of principal and 
interest on the American line of credit becomes due. This, 
apart from any other considerations, sufficiently explains why 
the arrangements hitherto made between the British Govern- 
ment and its various sterling creditors have been restricted to 
comparatively short periods.and do not look beyond the year 
1951. 


Fibres For Clothing 


N the past, the clothing ration has depended more on the 

output from Lancashire and Yorkshire than on the vail- 
ability of textile fibres. But since the clothing subsidy was 
abolished at the beginning of the year, price considerations have 
tended more and more to determine the volume of consumer 
demand. Hence the cost of raw cotton and raw wool in 
the. world markets is now of direct concern to both manu- 
facturer and consumer alike. Conditions in the cotton and 
wool markets during and since the war have presented close 
parallels. In both fibres, trading during the war was virtually 
monopolised by Governments, and little or no private trade 
existed until 1946. Output of both was on the whole maintained 
until the last year of the war and then declined quite sharply. 
Consumption of both was. restricted to cover only essential 
needs, so that large stocks accumulated. At the end of the 
1944-45 season, for instance, world cotton stocks stood at 13,500 
million lb. compared with 10,100 million Ib. at the end of the 
1939-40 season—over a year’s supply at the prewar level ot 
consumption. Stocks of wool suitable for apparel became even 
‘more cumbersome. In June, 1945, they were estimated at 
2,750 million Ib. (clean basis) compared with over 900 million 
Ib. six years earlier ; most of this huge stock was owned by the 
British and Dominion Governments and, it was thought, would 
take some 13 years to absorb alongside current clips. Despite 


prices have risen to extraordinary heights. 
Rayon’s experience has been very different. Being a man- 
made fibre, its ion was regulated more or less closely 
to demand. No problem of stock disposal arose. World output 
dropped to its minimum in 1945 and since then has recovered 
sharply. Last year’s production was 3 per cent above 
prewar level. By contrast with prices of cotton and 
those of rayon have therefore been fairly stable and r 
low. Rayon is undoubtedly a strong competitor of the 


i 
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two apparel fibres, but its full competitive power has not yet 
been unleashed. 

The apparent paradox that high prices have ruled for cotton 
and wool despite the large accumulated stocks, whereas relatively 
low prices have obtained for rayon although no such surpluses 
arose, is readily resolved upon analysis of the statistical position 
of these fibres. The data for such an analysis are presented in 
the accompanying tables. Table I compares estimated world 
production of cotton, wool, rayon yarn and staple fibre for the 
last two seasons, with a prewar average ; for rayon a single 
prewar year (1938) has been taken. Wéith wool it is possible 
to distinguish statistically between those types (generally the 
medium and finer qualities) used for apparel purposes and 
the coarser types used in the manufacture of carpets and other 
non-apparel goods. Such a distinction, which is in fact based 
on quality rather than on end-use, has been used in Table I, 
where the wool figures exclude estimates for carpet wool. No 
other allowance, however, has been made for industrial uses of 
the other fibres. Although it is highly probable that an increasing 
proportion of total output of the fibres concerned is used for 
industrial manufactures, they remain essentially apparel fibres. 

It will be seen that in 1947-48 the combined output of these 
textile fibres was still fully 6 per cent below its prewar level, 
despite the fact that rayon output was over 30 per cent larger 
than in 1938 and continues to expand. Before the war, rayon 
yarn output accaunted for 54 per cent of the world total of 
these fibres ; last season its proportion had increased to nearly 
7% per cent. Staple fibre declined from § per cent to 4 per cent 
and cotton from 80 per cent to 79 per cent. The relative 


stocks were estimated at 6,750 million Ib., while wool stocks 4 
month previously were believed to amount to only 1,800 million 
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jb. Much of the remaining stock of both fibres. consists of 
jow grade material which: has little or no ready demand. There 
is a serious dearth of high quality fibres. Nevertheless, there 
is at least a sign that output in 1948-49 may be more than 
adequate to meet consumption requirements. 

Hitherto, cotton acreage in many countries has been re- 
stricted by the need to grow grain and pulse crops, but the 
favourable influence of high cotton prices, and the easing 
of the world food shortage, have led to a general expan- 
sion in the acreage sown to cotton. A bumper crop of some 
7,500 million lb. is expected in the United States ; an increase 
of 20 per cent over last season is reported from Mexico and one 
of at least 10 per cent from Brazil. The Egyptian Government 
has relaxed its restrictions on the cotton acreage and this season’s 
crop is expected to be between 10 and 15 per cent heavier. 
Substantial increases in acreages under cotton are also reported 
from India and Pakistan. In all, the world cotton crop is likely 
to yield some 15,500 million lb.—at least § per cent above its 
prewar level. The current end of season stocks are, however, 

TABLE I—WoRLD PRODUCTION OF APPAREL FIBRES 








Million Ib. 
1934-38 
| Average 1946-47 | 1947-48 1948-49 

CHRIOR ... .. sce edvcven dheseenne 13,400 15,500 
Wool* . eet a eee Pa oe ee 1,580 1,625 
ROVER Yarn 2. 0m cusavsn. Prive swe 1,311 “ 
Staple fibre 0.00 cisecsccnsees 680 
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United States ...... 2,973 








a740| 310} 520| 274] 729 55| 259 
United Kingdom ..... 1,323 | 851] 414) 422 95 95 15| 60 
Franc veccecee | O54] 6B} 220] “338 45 70 10 | 
Belgium ............ | 272] 203 87 . 20 1) 15 
DE...» aneniiaities 353} 406 68 | 136 30 85} 120 45 
Germany ............ 571! 263| 230 60} 135 23} 345 | 
DM... vestekieas 1,631 | 299} 108 70} ~130 10} 355; 20 
BS ic cceucheccha 1/221 1,649 5 4 | 20; 10 3 | 5 


* Apparel wool, clean basis converted from greasy at average yield of 54 per cent. _ f 1938. 
Seurces -—Cotton: Commonwealth Economic Committee and International Cotton 

Advisory Committee; Wool: Commonwealth Economic Committee and Interna- 
tional Wool Study group; Rayon: Mainly from Rayon Organon, 


low, so that no burdensome surplus is likely to arise, at least 
for the present. 

The world wool clip is also expected to increase in 1948-49, 
but, at the estimated 1,625 million lb., it would still be § per 
cent below the 1934-38 average. Australian output is at last 
beginning to recover from the effects of the drought in 1944-45 
and sheep population is again increasing. In New Zealand, 
production will show little change from last year, but a recovery 
is expected in South Africa where output has been declining 
Since 1941. The American clip continues to diminish, although 
ata declining rate, Little change is expected in Argentina and 
Uruguay, but there may be a slight increase. Taking the clips 
as a whole, not only will the quantity of apparel wool be larger 
than in 1947-48, but there will probably be a higher proportion of 
merino—say, 45 per cent, compared with 43 per cent. Never- 
theless, if demand is. maintained, supplies of wool, particularly 
of the better merino types, will continue to be relatively scarce. 

In rayon, the expansion of world production to record levels 
has occurred despite the fact that two of the largest prewar 
Producers—Germany and Japan—are still producing only a 
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fraction of their prewar output. Elsewhere, the expansion has 
been fairly gencral, and new producers are entering the field. 
The United States, whose output has developed very rapidly 
since 1938, continues to be the major producer and now accounts 
for almost half the total. Production of rayon yarn has re- 
covered much more rapidly than that of staple fibre, which is 
more dependent on the rehabilitation of the German and 
Japanese plants. Nevertheless, by the end of 1948 world rayon 
Capacity is expected to reach 3,300 million Ib. annually ; this 
figure includes the potentially large capacities in Germany and 
Japan, but the plants there are urgently in need of repairs. 

Total rayon output during the current year cannot, therefore, 
approach capacity level. Moreover, rayon depends on cotton 
linters and woodpulp for its cellulose base. The supply of 
cotton linters has been restricted by the smaller cotton crops, 
and the general shortage of softwood throughout the world 
needs no emphasis. Other synthetic fibres are being 
developed which use various raw materials available in much 
freer supply. Although it is clearly impossible for supplies of 
rayon to expand so far as to displace cotton and wool—assuming 
consumers’ tastes and manufacturing technique to be such as 
to make displacement otherwise feasible—rayon is evidently 
capable of expanding sufficiently to offer significant competition 
to the older fibres for marginal requirements. In Britain at 
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any rate, the existence of utility specifications in textiles tends 
to limit the amount of rayon which may be used with either 
cotton or wool, but under freer conditions the use of specific 
proportions of rayon in other textile yarns may prove attractive 
from the standpoint of both price and quality. 

On the demand side, the limiting factor upon all these 
textile fibres is the mill capacity in the manufacturing countries. 
The postwar demand for clothing has largely centred in high 
quality goods, and this in turn has involved a concentration 
of demand upon Egyptian cotton and merino wool, both in 
relatively short supply. The cause of this insistence on quality 
is difficult to determine. To some extent it is a reaction from 
war conditions, when clothing supplies were scarce ; but, as is 
well known, it has been accentuated by the rationing systems 
adopted by various countries and by the general inflationary 
pressure in the world. Re-stocking of pipelines is now virtually 
complete, so that a fairly definite, although perhaps transitional, 
pattern of the demand for apparel fibres is emerging. Table I 
shows estimated world consumption calculated on a similar 
basis to Table I. Total consumption of the four fibres is over 
15 per cent beyond its prewar level, and again the most signifi- 
cant increase has been in rayon yarn, but part of that increase 
has undoubtedly been due to the rising industrial demand in 
the United States, Rayon yarn accounted for nearly 7 per cent 
of total consumption in 1947-48, compared with 6 per cent 
before the war, while the proportion for staple fibre dropped 
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from fully 53 per cent to 3} per cent. The proportion of wool 
consumption increased from under 10 per cent prewar to 
10} per cent last season, while cotton consumption rose from 
784 per cent to nearly 79 per cent. 

Consumption in certain countries shows some striking 
changes, as will be seen from Table III which compares 1947 
with a prewar average. The outstanding feature is the 
remarkable increase in the consumption of apparel fibres in 
the United States. Cotton has expanded by over 60 per cent 
and wool by 55 per cent; rayon yarn has nearly trebled, and 
staple fibre almost quintupled. -Of the countries listed in the 
table, only Germany and Japan have a total current consump- 
tion which is generally below prewar level. Britain’s consump- 
tion of cotton is certainly below that level, but its consumption 
of wool is higher despite the smaller output of the wool textile 
industry. Before the war, large quantities of rags and shoddy 
were used instead of wool. In France, Belgium, Italy and 
India consumption of textile fibres is also generally higher than 
before the war. 

Aa analysis by fibres shows that, except in Japan and 
Germany, the major increase in consumption in almost every 
country has occurred in rayon yarn and staple fibre. In India 
the consumption of rayon yarn has declined but that of staple 
fibre has increased ; in Britain rayon yarn consumption has 
regained its prewar level, and the quantity of staple fibre used 
has increased fourfold. In Italy, however, rayon yarn con- 
sumption is larger than before the war and staple fibre con- 
sumption smaller. The inroads made by rayon yarn and staple 
fibre into the field of apparel fibres are clear—even though the 
figures quoted may to some extent exaggerate this trend, since 
part of the increased consumption of the rayon fibres may be 
for industrial purposes such as strong filament yarn for rubber 
tyres. Given the present discrepancy in textile fibre prices, 
rayon consumption could possibly have increased still further 
had a more rapid expansion in production been possible. 
Because of the shortage of textile workers, as in Britain, and 
the lack of modern equipment, as in Europe generally, total 
consumption of apparel fibres has a limit which cannot be 
readily raised. Moreover, a large proportion of the demand 
for textiles is traditionally related to certain fibres. Rayon frocks 
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may compete with cotton frocks, but worsted suits as yet have 
no competitor. At present, therefore, competition fom ra 
tends to be restricted to marginal requirements for textiles, 
and in particular rayon is tending to be substituted for cotton 
rather than for wool. But before long rayon may be used to 
a greater extent both in wool and cotton mixtures and in place 
of them. Relatively to the other fibres, rayon was cheap even 
before the war, but the disparity has since been greatly widened, 
In July the price of filament yarn was only 50 per cent above its 
1938 level and that of staple fibre 65 per cent higher. Egyptian 
cotton (Karnak), on the other hand, has increased by 500 per 
cent since 1938, and US cotton by nearly 300 per cent, whereas 
merino wool (64s) was over 300 per cent dearer and crossbred 
(56s) 157 per cent dearer. The chart on page 311 clearly shows 
the effect of an insistent demand for quality impinged on a short 
supply of Egyptian cotton and merino wool. 

Given the prospect of an increased supply of cotton in 
1948-49, it was natural to expect a fall in prices and a 
consequent stimulus to consumption. But the US Government 
has fixed its loan rate for the new crop at 924 per cent of the 
parity price (calculated on the basis of the farmer’s cost), or 
about 30.74 cents a lb.; for the 1949-50 crop, the rate is stil] 
as high as 90 per centwof parity. The current price is 32.13 cents 
a lb. The main hope of cheaper cotton—and perhaps of wool, 
too—must rest upon the possibility of some degree of disinfla- 
tion in the United States. This would reduce the prices which 
farmers have to pay for those goods necessary for their livelihood 
and their production—that is, it would reduce the “ parity 
price,” and therefore the minimum price guaranteed by the US 
Government. It would also help to curtail the very large con- 
sumption of apparel fibres in America. For merino wool, the 
high prices depend rather upon the strong European 
demand than upon American influences. Yet raw wool is pur- 
chased largely for manufacture into exports which may well be 
affected by an industrial recession in America. And any 
reduction in the export demand would quickly be reflected in 
lower wool prices. For the time being the wool market may be 
indirectly supported by the maintenance of an artificially high 
American cotton price. One thing, however, is certain ; dear 
cotton will only encourage still further substitution by rayon. 


Business Notes 


Disinflation and Manpower 


A number of signs have suggested that the momentum of 
disinflationary influences, never very strong, has slackened a little 
in the past few weeks. Such symptoms as the abnormally heavy 
drafts upon accumulated savings during the height of the workers’ 
holiday season, despite the depressing weather, and the response 
of clothing sales to the coupon concessions, may have only passing 
significance ; but they do imply that this year’s decline in spending 
is unlikely to be suddenly or sharply accelerated. At the same 
time, the tax reliefs, rising military expenditure and outlays in 
Germany, and the increased cost of subsidies, must all be tending 
to whittle down the projected budget surplus. But if the 
disinflationary policy has a blunter edge than it exhibited a few 
months ago, the complaints of those who feel its effects are 
certainly no less insistent, and the pressure for wage increases 
is spreading. 

Evidently, despite the Chancellor’s reaffirmations, firm 
adherence to the disinflationary policy in the face of growing 
resistance is by no means assured. Yet the need is at least as 
great as it was earlier in the year. The proof of this lies in the 
manpower figures, which month by month show depressingly 
slow progress towards the all-important recruitment targets of 
the key industries.. The latest. return, indeed, actually shows 
some retrogression; between May and June the. manpower 
engaged on consumers’ services, which over the year were 
expected to release 31,000 workers, rose by 9,000, and those in 
building and civil engineering, originally expected to release 
no fewer than 164,000, rose by a further 4,000 to a level 11,000 


above the end-1947 level. At least the first of these setbacks 
partly reflects the seasonal influences upon the holiday and cater- 
ing trades ; yet in agriculture, which presumably was also facing 
seasonal demands, the expansion was only 1,000, making a net 
gain during the first six months of the year of 26,000—less than 
halfway to the target. Coal, too, gained only 1,000 in June, while 
the 2,000 improvement in textiles brought the year’s recruit- 
ment to date to only one-fifth of the target. 


x z & 
Half-year’s Recruitment Analysed 


Evidently, a great deal of ground will have to be covered if 
the full targets for the vital industries—coal, agriculture, and 
textiles—are to be approached by the end of the year. The 
progress in the first six months is analysed in the accompanyi 
table. It is interesting to note that the decline in the t 
working population has been less than forecast. Between 
January and June, the working population fell by only 144,000, 
compared with the Economic Survey’s estimate of 213,000. 
From this table, it will be seen that, to reach the targets, coal 
needs another 25,000 men, agriculture another 29,000 and the 
textile trades, where the gap is most serious, a further 86,000. 

Unless disinflationary pressures and specific controls can 
enforce contraction upon the three groups whose labour 


incipal 
force is far above its projected level building ‘clothing, and gon- 
sumers’ services—it R difficult to see where additional labour 
for the key industries can be found. The Economic Survey 


estimated that the total of unemployed would rise: to-450,000 by 
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the end of the year, but this does not now seem likely. Even 
on the revised basis of calculation which followed the introduc- 
tion of the National Insurance Act on July sth, there are still 
only 282,200 unemployed—or only 14 per cent of the popula- 
tion, and nearly 4,000 less than in June. The extent to which 
the vital production can be achieved in Development Areas, where 
unemployment is relatively high, is limited. The importation of 
foreign workers is being speeded up; 9,000 were recruited in 
June, compared with 7,000 in May, but even so, there are practical 
jimitations in the lack of housing in mining, textile and agricul- 
tural areas. Perhaps continued labour shortage will act as a spur 
to technical improvement and increases in productivity in the 
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DISTRIBUTION OF THE INDUSTRIAL PoPULATION, 1947-48 
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(Thousands) 
‘ | | 
Mid-1939 | End-1947 Mid-1948 | End-1948 
Actual Actual Actual Estimate 
i i 

Coal ...-.ssevnnsene vines sede teedadseces 718 725 750 
Public utilities 2. .'..3 sens) anace sive 270 275 280 
Transport and shipping «...4...0.i..4. 65 1,438 1,472 1,460 
AGTiCUltUre « .. a. a cikndne «2 aenmponedindie 1,055. 1,081 1,110 
Building and civil engineering ........... 1,364 1,375 1,200 
Manufactures :— 

Building materials ~ .i snicceidcecdecepaiace 590 583 575 

Metals and engineering ............... 2,876 2,885 2,900 

FeRteS .aiks Ged: ees e bbdbb cee + Ves 652 674 760 

CRothing . 5c’. Shes bb Soe + hdd Coie 6 831 821 800 

Food, drink and tobacco ............0. 623 628 600 

Chemicald. ost Weth ee eve rtteh ede veka 336 336 335 

Other manufactures ... 06... <ie see sacen 1,343 1,323 1,355 
Distribution .. 2... cceedecscereeersrecne 2,351 2,354 2,320 
Consumer SCFVICES geese tiseeeceieccccess 2,120 | 2,157 2,123 
Public service :-— 

Covel Seuvies sé. Veer RS ate 692 715 

Other National Government ........5.. 375 1,082 j 360 

Local Government 2... scccceccccacces 1,105 L137. }..,.1,075 
Undmoployed . is viich nics aid. one Owais 300 











undermanned industries ; but it would be idle to hope that gains 
from this source could suffice to avoid the need for sustained 
disinflationary pressure. , 


* * * * 


New Zealand at Parity with Sterling 


Mr Walter Nash, the New Zealand Minister of Finance, 
announced at the close of his budget statement that the New 
Zealand Government had decided to raise the exchange value of 
the New Zealand pound to parity with sterling. The new rates 
became immediately effective, and as from last Thursday the New 
Zealand pound, which had been quoted at {NZ 124-125 to £100, 
was quoted {NZ 100-101. The move seems to have come as a 
complete surprise to the highest quarters in London, and does 
not appear to have been preceded by the process of consultation 
which normally accompanies such decisions within the Common- 
wealth family. Since New Zealand is not yet a member of the 
International Monetary Fund there was no need to consult that 
insutuuon in Washington. The reasons for New Zealand’s 
decision do not emerge clearly from the recent course of events 
in the Dominion. New Zealand’s agricultural community has in 
past months pleaded vociferously for higher prices for its ex- 
ports, virtually the whole of which go to the United Kingdom. 
They were given some satisfaction as a result of the recently 
Te-negotiated food contracts between Britain and New Zealand 
which gave them increases of between 15 and 20 per cent in 
sterling prices on which those contracts are based. Now it would 
seem the whole of this increase and a little more is to be lost 
im terms of New Zealand pounds by the appreciation of the New 
Zealand currency. The decision becomes the more difficult 
to understand in view of next year’s elections in the Dominion. 
_ New Zealand’s decision is all the more interesting in view of 
its inevitable impact on Australia. In the past, the two dominions 
have tended to move together, though not always simultaneously, 
in their exchange policy. Australia, as the bigger partner, has 
led the way. On this occasion Australia’s freedom of action is 
circumscribed by its membership of the International Monetary 
Fund. It would be idle to pretend, however, that New Zealand’s 
decision can leave Australia’s exchange policy entirely unaffected. 

For the time being the substantial appreciation in the New 
Zealand currency will have no effect on the prices of British 
imports from the Dominion, since the bulk of these is sold under 

-term contract at prices fixed in sterling. The new currency 
move was justified by Mr Nash as an attempt to restore 
equilibrium between prices in New Zealand and elsewhere, par- 
ticularly in the dollar area. It should have a most powerful effect 


the 
in shifting the terms of trade, though the adjustments of the 
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New Zealand economy to this sudden 25 per cent appreciation 
of its currency are likely to be more painful than the somewhat 


haphazard and incidental manner in which the move was 
announced would suggest. 


* * * 


Commodities and ECA 


The implications of the stock-piling provisions of Article V 
of the ECA Bilateral Agreement are beginning to cause concern 
in the commodity markets; This and certain other articles of 
the Agreement were discussed in these columns on July roth, 
They relate to Britain’s undertaking to help the United States 
to purchase materials, originating in the United Kingdom 
and the colonies signatory to the Agreement, for stock-piling 
and other purposes. The issue now raised is the extent to 
which colonial production will be expanded—with or without 
the aid of American capital—to meet this relatively short-term 
increase in demand. Moreover, when these requirements have 
been fulfilled, how will the surplus output be marketed? On 
these points there is the usual official reticence. Even the com- 
modities in which the United States is imterested are at the 
moment conjectural. Those most likely to be concerned are 
rubber, tin, copper, zinc, lead and oil. For tin and natural rubber 
the United States is entirely dependent on imported supplies 
(demand for imported tfubber is restricted by the American 
synthetic rubber production), while domestic production of 
copper, zinc and lead no longer covers domestic requirements. 
The Secretary of the Interior told Congress recently that American 
copper resources would be exhausted in 25 years, zinc in 24 years 
and lead in 15 years. 

The scale of stockpiling purchases is naturally kept secret, 
but if the accumulated stocks are to be of any strategic importance, 
it must be large. With industrial demand for all these commodi- 
ties well above prewar level and output only a little, if at all, 
above prewar, the strategic requirements can be met only 
by expanding production. Article V includes the phrase “ after 
due regard for the reasonable requirements of the United Kingdom 
for domestic use and commercial export of such materials,” which 
presumably implies rhat strategic purchases will not compete with 
normal commercial purchases. To what extent can the colonies 
expand their output of these commodities ? An increase in rubber 
output requires, in the first instance, political stability in Malaya, 
and, in the second, replanting with high yielding stock. In neither 
case is American participation essential. Tin production can be 
expanded in either Malaya or Nigeria. Strategically, the United 
States preference is likely to be for Nigeria, which is also well 
situated for shipment to the Texas smelter. Current Nigerian 
output of tin concentrates is running at 9,200 toms a year; in 
1943 it reached 12,666 tons. US tin consumption is over 60,000 
tons a year, and over half this quantity is produced at home from 
imported ores coming almost entirely from Bolivia. 

Colonial preduction of coppér, zinc and lead is centred in 
Northern Rhodesia. Copper output in 1947 amounted to over 
190,000 tons, compared with a peak of 250,000 tons in 1943. Yet 
American consumption is more than 1} million tons a year. 
Although the Rhodesian output is mainly blister copper, the 
United States has sufficient refinery capacity for converting it into 
electrolytic. Rhodesian zinc and lead preduction is on a much 
smaller scale. Output of zinc last year totalled 21,600 tons and 
of lead 15,600 tons, compared with an American consumption of 
700,000 tons of zinc and $00,000 tons of lead. The probabilities 
are that America will be primarily interested in extensive develop- 
ment of Rhodesian copper, with a secondary interest in increased 
lead and zine production. ; 

An expansion in production of non-ferrous metals would un- 
doubtedly be an important asset to the British dependencies con- 
cerned. But the crucial question is whether it will be an asset, 
reckoned in terms of dollars, to the sterling area. American capital 
participation naturally implies American participation in dividends. 
If the resultant output is sold to the United States so that the 
sterling area’s net dollar earnings increase, all would be well. If, 
however, the increased output can be sold only to sterling or soft- 
currency countries, then Article V would have converted raw 
materials which had previously been purchasable for sterling into 
dollar goods. 

x * * 


ICI Prospectus 

A month has passed since Imperial Chemical Industries first 
announced the terms of its offer of 10,093,023 new £1 ordinary 
shares, at 408. 6d. a share, to ordinary shareholders registered on 
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July 20, 1948, in the proportion of one new share to five old ordi- 
nary shares held. On the eve of that announcement the price of 
the old shares had touched 44s, 3d. At that time it seemed that 
international tension might cause a further decline in ordinary 
share prices, which sufficiently explained the reason to fix the issue 
price well below the market level, even though the lowness of the 
price occasioned some surprise, since it had been confidently pre- 
dicted in June that it would be nearer 45s, But in the past few 
weeks the decline in stock markets has given way to relative firm- 
ness, albeit in conditions of stagnation exceptional even for this 
time of the year. The price of the old ICI shares has been steady 
for some time at around 46s., although it weakened to 45s. 6d. on 
Wednesday, and fell to 44s. 3d., ex rights to the new shares, 
on Thursday. The issue of the prospectus this week has 
suggested that in offering the new shares at 5s. 6d. under 
the market price the company may have to pay dearly for its 
earlier pessimism ; each Is. on the price represents over £500,000 
in premiums to the company. But the sacrifice is such as must 
be reckoned with in the present condition of markets, especially 
when the arrangements for the issue must inevitably be spread 
over several months. Indeed, much can happen in the remaining 
three and a half weeks to alter the present relationship of prices. 
But in view of its favourable terms—on the basis of the present 
10 per_cent dividend the new shares will yield £4 18s. 9d. per 
cent—and the present paucity of counter-attractions in new issues, 
the offer should be an assured success. The Bonus Issues Tax 
will, of course, take 10 per cent of the amount of premiums 
arising from the issue. Calculated on Thursday’s opening bid price 
of 3s. 73d. for the new shares, nil paid, plus one-quarter of the 
jobber’s turn amounting to 3d., the chargeable premiums will, on 
the Inland Revenue’s formula, amount to £1,861,000, so that ICI 
must pay £186,100 to the Inland Revenue on account of the tax. 

The prospectus reminds shareholders of the reasons for the 
issue—reasons previously explained by Lord McGowan, and, 
doubtless, now familiar to readers of The Economist. The group’s 
programme of future capital expansion can no longer be financed 
from its own resources, although it has thus financed itself for 
the past twenty years. “In 1947, the total draught on liquid 
resources for additional fixed and working capital was over £20 
million. Capital expenditure for a further £52 million had 
sanctioned by the end of last year, and other commitments, par- 
ticularly the acquisition of further factories from the Government, 
are being negotiated. The development of petroleum chemicals 
figures prominently in the new schemes, as does the expansion of 
non-ferrous metal manufacturing plants in the Midlands and 
South Wales. Moreover, ICI will require up to £3 million ster- 
ling for its subscription to the new issues contemplated by its 
subsidiaries, Imperial Chemica] Industries of Australia and New 
Zealand, British Nylon Spinners and British Titan Products. 

The ICI offer will remain open until September 14th, when a 
first instalment of £1 per share is due, followed by a final payment 
of {1 os. 6d. on or before October 28th. The prospectus states 
that preference and ordinary shareholders may apply for any 
balance of the new ordinary shares which remain after the rights 
of the ordinary stockholders have been satisfied. For this pur- 
pose, the special form B enclosed with the prospectus must be 
completed and forwarded to the company before September 14th, 
without any remittance. It is expected that certificates for new 
shares will be issued by the end of the year. 


* x * 


Anglo-American Differences on Steel Scrap 


Anglo-American failure to agree on German steel scrap is 
not new; in the history of this subject, disagreement has been 
more common than harmony. The new development is that the 
necessity of allocating among the consumer countries the proposed 
German scrap exports for the first Marshall Plan year brought 
matters once more to a head in the third week in July ; and, as 
the American Commander-in-Chief, General Clay, disclosed on 
Monday, the question has been referred to the two Governments 
for settlement. It is a matter of general concern to British in- 
dustry.. As the July Bulletin of the British Iron and Steel Federa- 
tion showed, the British steelmakers have been counting on im- 
proved supplies of German scrap following currency reform in the 
three western zones. If these hopes are to be frustrated by the 
differences of the occupying powers, the difficulties of maintaining 
the present high rate of steel production be made greater. 


Exports of commercial scrap from Bizonia were, fixed in April 
at 1,200,000 tons for the twelve months ending June 1949, and this 
i those before the QEEC at Paris. The 
proceeded to negotiate between themselves 

the allocation of the first 600,000 tons: Britain, they decided, was 
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to get 300,000 tons, the United States 200,000 tons, 
remaining Marshall Plan countries 100,000 tons between them, 
The British negotiators agreed to this, but with reluctance ; they 
felt that the United States should take a good deal less. The 
original General Report of the OEEC had estimated in 1947 a 
European scrap deficit of 1,000,000 to 1,500,000 tons a year, and 
remarked: “Such a deficit can only be met, as it was before 
the war, from United States sources.” But things were not going 
that way; since the General Report was written the American 
demand for European scrap had become keener, and the Foreign 
Office had begun to think that a regular system of allocation, in- 
volving full consultation with the other European countries con- 
cerned, would be better than bipartite negotiation. 

The bipartite negotiators next proceeded to a general allocation 
for the whole year, and the compromise reached was that Britain 
should take 540,000 tons and the United States 440,000, the re- 
maining 220,000 to be divided among the other participating 
countries. This was announced, in a press release from Frank- 
furt, as a settled thing ; but the Foreign Office refused its approval, 
General Clay then placed an embargo (through the machinery of 
JEIA, on which the Americans have a majority voice) on all new 
contracts for the export of commercial scrap ; while the negotia- 
tions continue, both occupying powers are necessarily limited to 
deliveries under existing contracts. But the British are also taking 
scrap from Germany as “war booty”; this does not enter into 
the commercial contracts. 


* * * 


Need for a Settlement 


German commercial scrap has been a persistent disappoint- 
ment to the British steel industry ; in spite of the vast plans that 
were made, only 86,000 tons was in fact exported to Britain in the 
first six months of 1948. It was reasonable to suppose that the 
reform of the mark in June would overcome the reluctance of the 
German merchants to export scrap. This may still prove to be 
so, and it could hardly be more unfortunate or more ridiculous 
that exports should be held up at this moment by Anglo-American 
differences. Those differences are by no means confined to the 
division of the available exports. There is a long and absurd 
history of disagreement about prices. Last autumn American 
buyers were handsomely outbidding the British, and General Clay 
was angry with the British for not wanting to pay the world price. 
But the last British contract before the embargo (it may still not 
be carried out) was concluded at a price of £7 10s. a ton fob ; this 
outbid the Americans, and was resented by them on that ground. 

There is a further difference over British removals of booty 
scrap, which have greatly exceeded in quantity the commercial 
scrap exported. The Americans have defined booty scrap more 
strictly than the British, and their zone (by chance) contained 
much less than did the British zone. They announced recently 
their intention of not taking any more scrap as booty, and they 
would clearly like the British to do the same. This is something 
the British Government will have to consider. The war has been 
ever for more than three years, and there must come a point at 
which removals of war booty—however defensible legalistically— 
will have to come to an end. If this happened the British would 
then be limited to what they could get through JEIA, and it is no 
doubt unfortunate that JEITA can be so readily used to impose 
exclusively American wishes on German foreign trade. But it 
may still have to be faced. The only hopeful way out of the 
present deadlock would seem to be to negotiate all these ques- 
tions together and seek a coherent settlement. If this is attempted 
it will be best to settle a fourth question at the same time. 
allocation of German scrap among the countries anxious to buy 
it clearly ought not to be handled as an exclusively Anglo- 
American affair at all ; it is a common interest of the ERP coun- 
tries. Once this point is established, it may become possible to 
draw American attention to the fact that American insistence on 
receiving steel scrap from Europe runs counter to the general 
purpose of ERP. 

* * * 


World Bank Operations 


The International Bank for Reconstruction and Development 
hes, javond its Rnanael, Sasnemens, se: Abe pane aries aenipes Tuer: 
1948. During the period covered by the statement the 8 
loans increased from $250 milli million, During the 
year the subscribed capital stock at the Bank increased by 
$261,500,000 to a total of $8,286 million. The total income of 
the Bank for this period amounted to $18,704,000. and the net 

This is sufficient to eliminate the deficit 


income to $4,094,000. 
of $1,064,000 brought forward from the previous financial yeat- 
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The statement gives details of the various. operations of the 
Bank during the financial year in question, Since the turn of the 
financial year, the S$ most interesting operation has been the 
grant of a loan of $12 million to various Dutch shipping com- 
panies. This Joan, which is guaranteed by the Netherlands 
Government, is intended to provide finance for the purchase of 
six American ships, This operation has taken an unusual form 
in that it involves the participation of American commercial banks. 
Ten of these institutions have subscribed for $8,100,000 of the 
2} per cent mortgage notes repayable over the next ten years, 
which is the form taken by this loan. The balance of the notes 
is being held by the International Bank. 


* x * 


Israel Pounds 


The provisional Government of Israel. have this week 
announced arrangements for setting up their own monetary 
system and foreign exchange administration. The Israel pound 
is to be the unit and will be divided into. subsidiary coins 
expressed in mils, The notes, which are to be issued. by a special 
issue department of the Anglo-Palestine Bank, will be in denomi- 
nations of §00 mils, £1, £5, £10 and, £50... The Israel pound 
will be equal to the pound sterling and changeable at par with it 
within the limits of foreign exchange restrictions... The profits 
of the issue department of the Anglo-Palestine Bank will go to 
the provisional government. The backing for the new notes will 
consist of (1) gold, (2) notes of the Palestine currency board which 
the public will be invited to hand in against the new Israel pound 
notes, (3) foreign exchange balances, mainly sterling and dollars, 
(4) Treasury bills and other short-term securities of the State 
of Israel, (5) re-discounted commercial bills. The amount held 
in gold, sterling notes and foreign exchange balances must. be 
equivalent to at least half the note circulation, 

In preparing these new currency arrangements, negotiations had 
to take place between the British and Israel authorities, and it 
is gratifying to be able to record, on the evidence of both sides, 
that these proceeded in a friendly and helpful atmosphere. Since 
Jast February Palestine has been outside the sterling area, although 
the Palestine Currency Board has continued to function. The 
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operations of the Board will now be wound up, at least so far as 
the State of Israel is concerned, and new arrangements will have 
to be made for the provision of currency in Arab Palestine and 
Transjordan, which are also served this currency board. 

Israel will remain outside the sterling area and therefore the 
normal restrictions on movement of funds between Great Britain 
and Palestine will apply. The Government of Israel, however, 
wish it to be understood that the setting up of a separate monetary 
system “is not in any way directed against Great Britain or 
sterling but is a necessity to maintain monetary and economic 
order in the State of Israel.” The Government of Israel have 
also expressed the hope of re-establishing normal financial 
arrangements with Britain immediately upon the re-establishment 
of political contacts. The re-establishment of these financial 
relations starts with the enormous impetus dériving from the fact 
that the bulk of the backing behind Israel’s currency will be 
sterling—either sterling balances or notes of the Palestine Currency 
Board. This fact, plus the dominant part of Palestine tradé that 
is transacted with other sterling countries, ensures’ that close 
relations will have to be maintained between stérling and the 
Israel currency. 


. * * 
The Royal Ordnance Factories 


The report of the Select Committee on Estimates published 
on Wednesday underlines the urgent need for a reassessment of 
policy for the Royal Ordnance Factories. Under the policy laid 
down in the autumn of 1945, 23 of the 44 wartime ordnance 
factories were to be kept in operation under Ministry of Supply 
control ; one has since been declared surplus, and another put on 
a care and maintenance basis, so the number is now 21. It was 
thought necessary to keep a nucleus of about 40,000 essential 
workers employed at these factories. The primary purpose was 
military. But ways had to be sought of keeping the factories and 
the 40,000 workers usefully occupied ; it was this necessity that 
established the Ministry of Supply as a miscellaneous industrial 
producer in peace-time. ; 

Two things have changed since the policy was laid down, and 
it is in the light of these changes that the administration ‘of the 
factories. needs to be reconsidered. The international situation 








Yes, exports destined for Australia and New Zealand can ‘ boomerang 
if their price or quality is unsuited to the market. For although these 
Dominions are still eager for British goods and services, their buyers 
ond 5 are ea eae ens 
Exporters planning to sell to Australia and New Zealand are invited to 
consult the Overseas t of The Bank of Australasia—where 
they will find te information from the Bank’s branches * down 
“under ’ on | markets and conditions. 


THE BANK OF AUSTRALASIA 


(Incorporated by Royal Charter 1835) 


HEAD OFFICE: 4 Threadneedle Street, London E.C.2. (Manager: G. C. Cowan) 


RECLAIMING 30,000 ACRES 




















1. For 1,000 years the turf of the Sussex 
Downs lay undisturbed, except by grazing 
sheep. But war forced the authorities in 
1942 to take great stretches for battle 
training. 


2. For four years troops fired thousands 
of tons of ammunition into the slopes, 
and covered their surface with wire and 
concent Heme Ak RS: 










3. ‘Caterpiliar’ Diesel Tractors are 
now speedily clearing the Downs of their 
dangerous litter, so that the urgent job 
of food production may begin again. 


Before the Sussex Agricultural 
Committees could begin reclaiming 
the downland, miles of rough roads 
had to be cleared by ‘Caterpillar’ 
Bulldozers. Before ploughing could 
>>| begin, innumerable shell and bomb 

4 craters had to be filled in, and under- 
growth, wire, and defence works 
had to be uprooted. Once again, 
‘Caterpillar’ equipment, provided 
and serviced by the Jack Olding 
organization, has saved precious 
time, manpower and money. 


*CATERPILLAR’ MOVES THE EARTH — 
TO HELP REBUILD BRITAIN 


Ol din WORLD'S BIGGEST 
ac ‘CATERPILLAR’ DISTRIBUTOR 


JACK OLDING & CO. LTD., HATFIELD, HERTS. Phone: HATFIELD 2333 


Midland Service and Speres Depots : Bilston and Perton, Steffs. Phone: Bilston 41731 
Scotland: L.O. Tractors Ltd., Coupar Angus, Perthshire. Phone: Couper Angus 173 
Eire: Jack Olding & Co. (Ireland) Ltd., Sundrive Road, Kimmoge, Dublin Phone: Dublin 93529 
Northern irelond 14 Afr Street, Belfast Phone Belfi st 24547 
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has deteriorated ; it is no longer possible to be complacent about 
the fact that—as the Select Committee reports— 
employment on the plant now manufacturing steel furniture does 
not correspond to munjtions work and it would take some twelve 
months to remove the plant and re-instal the equipment for Service 
production. 
And the economic position of the country has been revealed as 
so bad that the productive uses to which the factories are put, 
and the efficiency of their operation, need to be scrutinised far 
more carefully than they were scrutinised two or three years ago. 
It has to be questioned now whether a factory (or part of a 
factory) which would take twelve months to get back to military 
production can justify on military grounds alone the cost of 
operating it and the labour and material which it uses. This 
particular factory, at the same time, is not making a good show- 
ing on civilian standards either: 

Large orders for office furniture have been placed by the Ministry 
of Works and are on a cost basis. The Ministry stated, however, 
that they can now buy from private manufacturers at a lower price 
than that charged by the Ordnance Factory. 

To a certain extent the high costs of production are a book- 
keeping matter ; production costs are burdened with 75 per cent 
of the overheads for a factory which is used productively to 
the extent of, perhaps, only 30 per cent. A part of this is 
properly a charge on the Defence Estimates. Unless the charging 
of overheads is put on a more realistic basis, and unless tests of 
cost and efficiency can be applied as they would be applied to a 
commercial undertaking, it is hardly possible to assess whether 
a factory is being employed usefully or wastefully. The Com- 
mittee was clearly not satisfied that, if such tests were applied, the 
results would be reassuring. What is now needed is a military 
plan to ensure that factories supposedly maintained for war pro- 
duction in case of need are really available, and that in the mean- 
time no ingenuity is spared to make efficient industrial use of them 
subject to that purpose. As things are, neither condition is being 
fulfilled. . . : 


Carriage of ECA Cargoes 


American shipping policy has a habit of infiltrating into 
minor clauses of major agreements with foreign countries, and it 
hardly ever fails to lead to friction. The European Recovery 
Programme is no exception, and Colonel Arthur Syran, Director 
of Transportation for the Economic Co-operation Administration, 
may be expected to hear some criticisms in Paris of his plans 
for arranging shipments of ECA cargoes. There are two main 
conditions which have an unpleasant taste for the maritime nations 
of western Europe—the insistence that 50 per cent of all ship- 
ments shall be reserved to American ships, and the fixing of a 
preferential minimum freight rate for the cargoes reserved. 

Clauses in trade agreements which retain 50 per cent of ship- 
ments for i ships are not new, but they are not always 
easy to enforce. A close watch can be kept on the chartering of 
ships for bulk cargoes such as coal, grain or oil, but miscellaneous 
liner procured through i commercial channels are 
not sO easy to trace or control. Colonel Syran, however, has 
stated in New York that the principal function of his office is to 
“ police” the “ fifty-fifty” provisions. Whether those provisions 
are flag discrimination or not, shipowners in Europe take an even 
more serious view of the preferential rate scheme. The rates fixed 
by the War Shipping Administration are still used as a standard of 
comparison, although free freight rates have been well below this 
level for some time—recently as much as $4.50 below. American 
ships carrying ECA cargoes are to receive a minimum of $1 below 
WSA for coal and $1.50 for grain ; no upper limit is fixed. For 
ships of other nationalities a maximum of $3 below WSA for coal 
and $3.50 for grain will be paid out of ECA funds ; here no mini- 
mum rate has been announced. Ali this is obviously designed to 
protect American shipping from normal economic forces. Ameri- 
can ships, with their high operating and manning costs, are un- 
economical at rates which are still acceptable to their principal 
competitors. In recent months the freight market has been falling, 
and in the first six months of 1948 the number of Liberty ships 
laid wp in the reserve fleet has risen from 800 to nearly 1,200, 

- compared with 510 a ass 2s0. : 

There-can be no disguising the fact that American shipowners 
have been relying on ECA funds, directly or indirectly, to_ bolster 
their inevitably weakening position in the freight market. The fact 
remains that protected and swbsidised American shipping in com- 
mercial competition has ‘seriously hindered the European maritime 
nations from making the best of their dollar-earning shipping ser- 
vices: It is-strange, in the circumstances, that the. United. States 
Government should now be engaged in proceeding against the U.S. 
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Atlantic-Far East Liner Conference (consisting of six American 


and 19 other companies) on a charge of conspiring 
thar trade. “ Such a denial of opportunity to independent shipping 
lines,” the Attorney-General is reported to have said, “does 
violence to our American ideal of competitive enterprise.” 

* x * 


£220 Million Settlement with India - 


Those who try to construe the mysteries of the Exchequer 
Return were confronted this week with a problem almost as 
intriguing as the unravelling of the book-keeping oddities of the 
ERP Special Account. The item “ Other Debt—Internal,” which 
is, incidentally, the heading under which the nominal borrowing 
for the purpose of providing the ERP segregated sterling js 
accounted, suddenly jumped by no less than £176.3 million. Agr 
the same time, Miscellaneous Receipts—the customary “ above- 
line” item—rose by £45.8 million. These large transfers enabled 
the Treasury to show a big reduction in the floating debt, the 
amount of which declined on the week by £226 million, to £6,282 
million. This batch of operations is quite unconnected with the 
ERP accounting, and though it is much larger than the ERP 
transactions have been to date, it has no more significance as an 
immediate factor in British domestic finance. Like the ERP 
operations, it represents merely book entries within the Govern- 
ment accounts. 

The source of these movements is the recent agreements with 
India and Pakistan whereby Britain assumed liability for the 
pensions due to Indian civil servants and simultaneously deter- 
mined the sum due by India to Britain for surplus war stores, after 
offsetting Britain’s outstanding debt to India for war expenditure, 
Under the first of these arrangements, India was due to pay Britain 
just over £176 million, the estimated capitalisation of the cost of 
the pensions ; under the second arrangement, the net sum due 
from India was some £45 million. These Indian debts were to 
be discharged by a corresponding cancellation of India’s accumu- 
lated sterling balances. Had these balances been held in cash 
at London banks, the payment to the Treasury would naturally 
have enabled it to make a real repayment of floating debt held 
by the banking system. As it was, the money was already lent to 
the British Treasury in the form of “tap” Treasury bills. Hence 
the payment was made simply by surrender of these bills, pro- 
ducing a corresponding reduction in the floating debt, but not 
affecting either the debt held by the banking system or the credit 
structure. 

Ordinary mortals might reasonably have expected that “ money” 
thus secured might have been described as credits secured by way 
of cancellation of debt. In fact, as indicated above, the portion 
representing the pensions appeared in the Exchequer Return as 
“Money raised by creation of debt”—a new paradox which is 
explained by the fact that the “money” secured from redemption 
of the bills was employed to buy from the British Government 
an annuity calculated to produce the periodical sums required for 
the pensions. In fact, neither India nor Britain has paid or 
received any cash, but the nature of the British Government's 
liability has been shifted from “tap” bills to “other” debt— 
representing the annuity it has sold. This 
soon after the first i 
for a reform of the Return so as to separate plainly all 
internal operations, which have no effect or no immediate effect 
upon the domestic credit situation, from those of real and 
immediate economic significance. 


* * * 


Indian Agreement Postscript 


_ Meanwhile the Indian view of the financial agreement with 
Britain was given with significant frankness in the course of the 
debate which preceded approval of that agreement by the Indian 
Parliament. Sir Shanmukkan Chetty, then Indian Finance Minister, 
said that all fears of scaling down India’s sterling debt could now 
be dismissed. He was asked in the course of the debate what 
would happen to the debt in the improbable event of a war 
between Britain and India. His reassurance to his questioner 
wa? seri Ayay weg opi Picnts see interests in India 
w could, in case of need, be a riated and set off against 
the sterling debt. The Finance Minister thought that the present 


value of these direct investments amounted to about £600 million, 
but he added that the compilation and valuation of these interests 


was now being undertaken) by the os Bank of India, which 
was expected to make its teport on this by next ii ee 

The Indian Finance Minister put up a strong defence of those 
parts of the agreement which covered the sale of military stores 
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have been helpless at the time of the Kashmir crisis last autumn, 
since it was the stores obtained from Britain that enabled India 
to defend Kashmir against aggression. In.an earlier part of the 
debate the Finance Minister confirmed the indications given when 
the agreement was announced in London that India had proved 
a very cautious and self-restrained user of the sterling balances 
released to it last year. He pointed out that, of the £83 million of 
balances released to India over the past twelve months, only £3 
million had been utilised. 


is * * x 


Manpower and Effort in Textiles 


If Sir Stafford Cripps is the Cassandra of the Labour Govern- 
ment, it may not be unreasonable to regard his economic assistant, 
Mr Douglas Jay, as its Pangloss. Mr Jay’s speech at Huddersfield 
on Monday contained warnings (it is true) of the need for still 
greater efforts, but its general tenor was remarkably optimistic. 
He claimed, for example, that as a result of better organisation of 
the labour force, national output is now 20 per cent above the 
1946 level and 15 per cent higher than in 1939. It would be 
interesting to have comparable figures of output per head. The 
labour force in civilian employment, as Ministry of Labour 
statistics show, is now more than a million higher than in the 
summer of 1939. The increase in output, taking into consideration 
this expansion in manpower and the technological improvements of 
the intervening years, is welcome but not surprising—and not 
enough. 

Mr Jay’s remarks were primarily intended for wool textile 
operatives, and were part of the Government’s latest production 
and recruitment campaign. The state of the industry is im- 
proving, but is still none too bright. Output of worsted yarn 
was running in June at 15.57 million pounds a month, compared 
with the target for the end of the year of 17 million ; output of 
cloth was only 19.14 million square yards in May, compared with 
a target of 25 million. Exports of yarn averaged 1.5 million 
pounds in the first six months of the year, compared with the 
target of 2.6 million ; cloth exports were 8.9 million square yards, 
against the target of 17 million. 

The fulfilment of the targets depends largely on getting more 
manpower. The situation has been improving, but the labour 
force of 182,000 at the end of June was still 18,000 short of the 
1948 target. The main recruitment drive is directed towards 
married women, through the provision of more nurseries and the 
extension of schemes for part-time employment. Further intake 
of both foreign and home labour is, however, limited by shortage 
of housing. The wool industry, it is officially r i has done 
less than cotton to encourage schemes for redeployment of labour. 
It is here, rather than in combing Yorkshire for fresh manpower, 
that the solution lies. 

The cotton industry’s labour force was 278,433 at the end of 
June (an increase of 12,175.in six months) against a target of 
325,000. Both recruitment and output have been hampered by 
the Wakes Weeks holidays, and it is to be hoped that the autumn 
will bring improvement, for a 22 per cent increase in output is 
required to reach the 1948 target. It is encouraging to note a 
reduction in labour wastage since last year, which suggests that 
the great difficulty in any industry predominantly employing 
women—stability in the labour force—is to some extent being 
overcome. 

* * k 


Cheaper Cotton for Lancashire 


The Raw Cotton Commission reduced its home issue prices 
of American type cottons for the third time within six weeks 
when it announced on Monday a reduction of 14d. a Ib., making 
the new average price 21.50d. In all, American cottons are now 
4d. a lb. cheaper than they were at the beginning of July. This 
downward trend reflects a corresponding movement in the New 
York market,’ but British prices now appear to be below the 
world level. There have also been various reductions in Egyptian 
cotton prices. Giza varieties are $d. cheaper at 39.75d. a Ib., and 
Karnak 34d. cheaper at 53.75d. alb. Other types of both Egyptian 
and Sudan growths have been correspondingly reduced. These 
Prices follow similiar declines which have occurred in the 
Alexandrian market recently. ‘ ; 

The Commission adopted in February the policy of keeping 
British prices in line with world replacement costs ; it has since 
pursued the policy consistently and with reasonable success. The 
test was whether prices would follow the world trends downwards 
a quickly as they followed them upwards. Little criticism can 
as yet be levelled against the Commission on this account, 
Although the spinners are protected from these sudden changes 
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by the cover scheme, the weavers and merchant converters have 
not yet evolved a similar scheme for themselves. But if the 
Commission pursues its present policy, both the New York and 
Alexandrian markets can be used as sagisfactory guides. to changes 
in British cotton prices, And if British prices continue to 

closely to world trends, Lancashire manufacturers will be at little 
disadvantage as against their foreign competitors, Indeed, the 
success of the Commission’s buying operations may even give 
them a certain advantage—which they are now beginning to enjey 
for certain varieties—by enabling them to. buy cotton at prices 
below those in the world markets. According to the Cotton 
(Centralised Buying) Act, the Commission must balance its. profits 
against losses over an unspecified period. But if prices are kept at 
replacement levels, Lancashire will quickly benefit from any profit- 
able transaction. It must, however, be equally willing to pay 
higher prices when the Commission has not been so fortunate. 


. * * 
Coupons or Cash ? 


. How far has the purse supplanted the coupon-book as the 
main instrument of consumer-rationing? Some answer might 
be expected from the retail trade figures for June which show the 
full effect of the coupon concessions: announced at the end of 
May. Unfortunately for clarity of interpretation, the concessions 
were of two kinds. Qm the one hand the public received a bonus 
of twelve extra coupons to spend, before October. On the other 
some goods, notably stockings, required less coupons. 

These concessions provided the expected stimulus. Sales of 
apparel, normally below average in June, rose to a level which was 
8 per cent above their value in May and 37 per cent higher than 
in June, 1947. Coupons, therefore, still matter. But few people 
hastened to spend their bonus, for coupon takings were actually 6 
per cent less than last year. The discrimimatory nature of the 
buying suggests the uncomfortable middle position which much 
of retail trade has reached, not yet clear of the coupor economy, 
but with the sellers’ market left well behind. 

Women’s wear benefited most from the concessions, and a rise 
in sales of stockings was a marked feature. Sales of men’s wear 








PERCENTAGE CHANGE IN SALES COMPARED WITH A YEAR EARLIER: 
INDEPENDENT RETAILERS 
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rose by 4 per cent over the month, but footwear sales showed a 
fall from the high level of May. The increased sales of clothing 
were balanced by a fall in sales of food and perishables, leaving 
the total retail index unchanged, so that there was not, in fact, 
more spending. Sales of hardware, though rising by § per cent 
on May, were below the average of the last 12 months. Furniture 
sales rose by 3 per cent. Among the several regions, Central 
London showed consistently the least favourable results. Before 
the war quietness in this area was often a warning of restricted 
demand elsewhere. 

Among the independent dealers most of the trades. unaffected 
by coupon concessions reported sales unchanged or lower than a 
year ago. The decline in consumer demand was more marked 
than in any of the 18 months during which these statistics have 
been collected. In the period February-June, 1948, most trades 
show increases compared with the corresponding period last year, 
but, on the assumption that prices have in each case risen by 
more than ro per cent in the interval, any rise less than that figure 
represents a fall in real turnover. In the big stores, comparison 
with 1947 suggests that it is the vendors of musical goods, sports 
goods and cycles, hardware, radio and electrical goods, books and 
stationery who have been most exposed to the draught. 


* * * 


Readjustment in the Rubber Market 


Towards the end of last week the rubber market underwent 
one of its frequent periods of Prices had previously 


readjustment. 
declined from the peak of ts. 3ed. a Ib. reached towards the end 
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of July, but the market had on the whole remained firm. Russia 
has of late been buying fairly large quantities, and when shipment 
from Malaya was held up through the lack of credit facilities, it 
was interpreted in some quarters as proof of the Soviet Union’s 
inability to finance its recent rather heavy purchases. Stocks were 
accordingly liquidated, and the London spot price fell from 
Is. 2}d. to 1s. tved. a Ib., but on Wednesday rallied to 1s. 11éd. 
Although the interruption of the loading of the Russian ships 
proved to be temporary, the price recession was protracted by the 
general belief that up-country stocks in Malaya had become 
unwieldy. 

There should be no difficulty in financing Russian purchases. 
Although no details of the operation of the Anglo-Russian trade 
agreement have been published, Britain’s balance is undoubtedly 
“in the red” at the moment. The main question is how long 
the Russian purchases will continue? Strategically, rubber is still 
an essential commodity; for all the technical development in 
synthetic rubbers, and it is reasonable to suppose that in present 
circumstances both the United States and Russia will wish to go 
on accumulating stocks. If normal industrial demand persists at 
its present high level, strategic purchases can only raise the price 
of natural rubber still further. 

The Malayan disorders have not yet affected the supply of 
rubber. But events of the past week suggest that the unrest may 
be more deep-rooted than was at first suspected. If this is so, 
rubber production may well decline, although its effect on the 
market may not be felt for some time. A high price for natural 
rubber will not only help the producers and reinforce the central 
dollar pool, provided that American purchases are not thereby 
reduced ; it will also stimulate the consumption of general purpose 
synthetic rubber. American synthetic consumption over the first 
half of 1948 has averaged 37,000 tons a month, which is consider- 
ably below the corresponding average of 52,000 tons last year. It 
is nevertheless higher than the minimum fixed by present 
American regulations governing the use of synthetic rubber in 
transportation articles. And any encroachment by synthetic 
rubber now may have long-term repercussions in the natural 
rubber market. 2. Z 

~ 


TUC and Productivity 


Transport House is certainly not neglecting the production 
drive. There has been a spate of articles and announcements 
in recent weeks on the measures which TUC leaders have 
agreed to take in order to raise productivity. An article in the 
August issue of the TUC journal, Labour, observes that the main 
barriers to high productivity are suspicion and hostility surviving 
from the time when the workers were “slump-minded” and 
regarded such measures as scientific management, the Bedaux 
system, and time-and-motion studies as devices for keener 
exploitation by the employers. 

While the TUC recognises these psychological barriers, it is 
critical of the unions for not going sufficiently far in following the 
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General Council’s lead. It asks: “Is there any indication that the 
unions affiliated to Congress are equally interested” in develop. 
ments to raise productivity and improve efficiency? The Electrica} 
Trades Union is for its decision to spend £12,000 a 
year on technical and economic courses for its Officials and 
members, but there is no evidence of similar initiatives by other 
unions. The TUC reports a disappointing response to its sug- 
gestion that shop stewards should be trained for management in 
the Ministry of Labour’s Training within Industry courses. 

A new note was struck last week in its Industrial News, 
which warned the workers that the maintenance of full employ- 
ment depended on their willingness to take work which might not 
be in the trade, or in the place, which they wanted. The need for 
greater mobility—both physical and occupational—of labour had 
been evident long enough, but the unions have hitherto resisted 
any breaking-down of the existing barriers. This lead from the 
TUC is therefore of special significance, and the Margate 
Congress, if it faces these issues squarely, should be a notable 
event. ; 

Too often, in the past, difficulr and controversial subjects have 
been evaded. The publication of a set of studies on British trade 
unionism by PEP, which deals largely with the theme of trade 
union responsibility in full employment, should help to clarify 
thinking. It suggests ways and means in which the existing gap 
between the trade union leadership and the worker at the bench 
can be bridged, and ways in which good advice from the top 
might come to be put into practice by the rank and file. 


x * x 


Five-Month TDRs : 


The resumption this week of maturities of Treasury deposit 
receipts, after the seasonal gap of several weeks, gave the autho- 
rities an opportunity to experiment further with their new 
system of issuing TDRs having different periods to run from 
the six months which was the standard maturity until recently. 
The new system, which embraces seven-month and five-month 
maturities, was first employed in the second half of June, when 
the longer-dated receipts were issued to ensure a flow of 
maturities next January, at which time the banks will be in the 
throes of the usual seasonal pressure caused by the peak period 
for transfers of tax money to the Exchequer. This week, five- 
month receipts were decided upon for precisely the same purpose, 
and the whole issue of £70 million was made in this form. The 
benefits of this arrangement of varying maturities will not, of 
course, become apparent until next year, but there is no doubt 
that the innovation is sensible. It should help perceptibly to 
reduce the disturbance caused in the money market at the fore- 
seeable periods of pressure, and will eliminate in due course 
the inconvenient gaps in maturities such as occurred in the six- 
week period just ended. The only reason for regret is that the 
Treasury, when making one departure from the traditional plan, 
did not seize the opportunity to take another desirable step to 
prevent avoidable disturbance—by arranging the life of its float- 
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SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the Supplement: Metal Industries ; Wm. Cory; Seager Evans. 
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ing debt in terms of weeks instead of calendar. months, and 
thereby cutting out the large credit ies caused by the 
yneven lengths of months. . 

One other point about this week’s TDR issue deserves to be 
noted. The issue exceeded the week’s maturities by fully £10 
million, so that the Treasury was a net borrower to that extent. 
This took some members of the money market by surprise, 
because of a mistaken belief that the credit in the ERP Special 
Account could, when the Americans gave the word, be used in 
effect to meet part of the Treasury’s current demand for cash. 
The object lesson of this week’s borrowing ought to prevent 
any recurrence of that particular fallacy. The reasons why it is 
a fallacy were fully set out in these columns last week. 


* * * 
Trade with Japan 


Although the text of the Anglo-Japanese trade agreement has 
not yet been published in this country, certain details are trickling 
through from the Pacific. Japan will sell to the sterling area raw 
silk, cotton, rayon and wool textiles, industrial machinery, rolling 
stock, paperware and chemicals. In exchange, Japan will buy 
from the sterling area raw cotton, raw wool, raw jute, wool waste 
and rags, hides, skins, cereals, iron and other ores, gums, resins, 
crude rubber, salt, oilseeds and coconut oil. In fact, the sterling 
area is bartering raw materials against manufactures, and from 
a balance of payments standpoint this may appear to be unsound 
policy. But the raw materials in question are in relatively free 
supply, and, since Britain’s productive capacity is limited, the 
purchase of lower quality manufactures to satisfy cheaper markets 
would enable British exporters to concentrate on the higher price 
markets. The raw materials will come largely from countries 


" fairly neat Japan, and Japanese manufactures will presumably be 


returned to these same areas. This means merely a resumption 
of the prewar trade pattern in the Far East. 

The trade will be on a cash sterling basis; these monetary 
arrangements were discussed in a Note on July 31st. The total 
for the twelve months ending July, 1949, is expected to exceed 
£60 million ; this would increase the trade between Japan and the 
sterling area to more than four times its present level. If Japan 
accumulates a surplus of sterling, it will be convertible into dollars 
at the discretion of SCAP. To prevent such a necessity, the trade 
position between the two countries wil] be kept under close review. 


* * x 


British Securities in Holland 


Trading in Dutch certificates of British 4 per cent Funding 
Loan and 3} per cent War Loan has recently been resumed on 
the Amsterdam Stock Exchange, without restoring prewar arbi- 
trage facilities with London. Consequently these two securities 
are quoted in Holland at a discount of approximately Io per cent, 
which arbitrage facilities would eliminate. A Dutchman wishing 
to dispose of his British holdings by sale in London may do so, 
but in return must accept blocked sterling ; thus in effect the 
would-be seller is restricted to Dutch buyers and a new variety 
of security sterling is created at Fls. 9.70 to the £, compared with 
the official rate of Fls. 10.69. 

Though more narrow, there is a market for Dutch securities in 
London. But the London discount on Dutch securities is much 
heavier than the Dutch discount in Holland on British securities. 
Netherlands Government 3-3} per cent stock, 98 in Holland, can 
be bought for 62} per cent in London. Here, too, no arbitrage 
facilities exist with Amsterdam. The heavier London discount 
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indicates that free movement between the two capital markets 
would hardly suit this country at the moment ; Dutchmen being 
evidently more willing to acquire Funding Loan than British 
investors are to buy Netherlands 3-34 per cent. A Dutch proposal 
Suggests as a way out of the present situation that Dutch owners 
of British securities wishing to sell their holdings in London, and 
British holders of Dutch securities desirous to sell in Holland, 


should be matched, each then to receive the full value in his own 
currency. 
- o . 


Proposals for Two Development Councils 


The Board of Trade, faced with deadlock in its attempt to 
negotiate with the hosiery, pottery and footwear industries on 
the setting up of Development Councils, has turned its attention 
to two trades which present a more hopeful prospect from the 
Government point of view. Its proposals for Development Coun- 
cils for furniture and jewellery were published on Thursday. 
The proposed council for furniture. will have seven members 
“capable of representing” the employers in the industry, seven 
“capable of representing” the workers, and three independent 
members (one of whom will be chairman). It will be empowered 
to raise a levy on turnover not exceeding £25,000 a year to meet 
its expenses. The Board of Trade points out that no powers 
of compulsion will attach to the functions of the council ; its 
aim will be “to assist and advise firms in the industry, and the 
success of its efforts will depend on their willing co-operation.” 

The Development Council for jewellery will have similar 
functions except that it will net be empowered to collect statistics 
—for which, as a smaller industry, it is apparently to rely on the 
Board of Trade. The council for jewellery is to have four em- 
ployer members, four worker members and three independents, 
one of whom will be chairman. The trades concerned have been 
consulted in drawing up these proposals, and the employers’ and 
workers’ organisations in the furniture trade (at least) agreed in 
principle that a council should be established. But they still 
have until the end of September to submit their comments. This 
time the Board of Trade is reasonably confident about the agree- 
ment of the furniture industry. The response of the jewellers is 
still doubtful, as the various sections of the trade have not shown 
themselves to be entirely agreed among themselves. If all goes 
well, Mr Wilson will be able to place the orders for these trades 
before Parliament in the autumn. But if it does not, he may 
have to draw the conclusion that the opposition of industry to 

_ Statutory bodies of this kind has become general. 


Shorter Note 


The latest increases in electricity charges, announced on Thurs- 
day by the British Electricity Authority, affects only a minority 
of electricity users; but the minority is geographically widely 
spread. In each of the fourteen areas of the country some users 
have been paying less than 3d. a unit as their running charge. 
Their charge is now brought up to jd. a unit. Most of the users 
concerned are domestic users, since the increase does not apply 
to tariffs which include a coal-price adiustment clause—and such 
a clause is in most industrial tariffs. The increases are expected 
to bring in £2,000,000 in a full year. They are a further step in 
the process of standardising the electricity price structure ; the 
majority of users will now be paying jd. a unit on two-part or 
similar tariffs. Those who are paying more than jd., however, 
get no relief. The Electricity Authority appears to be hopeful 
that (for the near future at least) further increases can be avoided. 
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GOVERNMENT RETURNS 


For the week ended August 14, 1948, total 
ordinary revenue was 892,000, against 
ordinary expenditure of {38,957,000 and 
issues to sinking funds £10,000. Thus, in- 
cluding sinking fund allocations of £4,333,000 
the surplus accrued since April Ist is 
£301,797,948 against {270,846,553 for the 


corresponding period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 
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Revenue mate, 
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Customs... e.ess. "820, 00 285, on 799,265 - % cs x77 
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from Trading... | $7) 826 
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BANK OF ENGLAND 
RETURNS tt 
AUGUST 18, 1948 
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